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Os interest to Credit Manager 
and customer alike 


Fire insurance is one of the essen- 
tials in the business-building 
force of credit and in that capac- 
ity is working for creditor and 
debtor alike, not only when a 
fire occurs BUT ALL THE TIME. 


(QUEEN 


INSURANCE Co, 
& AMERICA 


Fire Tourist Sprinkler Leakage Earthquake Explosion Marine 
Automobile Riot and Civil Commotion Registered Mail Tornado 
Aircraft Property Damage 


Incorporated in New York State 1891. Capital $5,000,000 


Statement, December 31st, 1929 
Total Assets $24,796,297.47 
Liabilities including capital 16,990,816.36 
Net Surplus 7,805,481.11 
Capital 5,000,000.00 
Surplus to Policyholders 12,805,481.11 


HEAD OFFICE and EASTERN DEPARTMENT 
150 WILLIAM STREET, NEW YORK CITY 


Western Dept.: Southern Dept.: Pacific Coast Dept.: Marine De Cuban Dept.: 


pt.: 
CHICAGO, ILL. ATLANTA, GA. SAN FRANCISCO NEW YORK CITY HAVANA 
Elwin W. law, Mgr. S. Y. Tupper, Mgr. H. R. Burke, Mgr. John E. Hoffman, Mer. Trust Co. of Cuba 





MAKE 
Your 


CUSTOMER 
Mes seek your opinion on credit prob- 


lems—because you have credit knowledge A 


and experience. 


In this respect you are often the “guide, BETTER 


counselor and friend” of your company’s 
customers. 


The more these customers learn about the CREDIT 


fundamentals of credit and are kept up to 
date on facts and information, the better 
risks they will become—and the simpler 
your credit work will be. 


Naturally you cannot expect all of your 
customers to make credit a life study. 


But—you can see to it that they are sup- 
plied with practical help in their daily prob- 
lems. 


How? By giving them valuable up-to-date 

news in the oneci and financial field—new 

ideas and methods on credits, collections and 

sales, which are regularly found in the pages TO CIRCULATION MGR. 

of Crepir MONTHLY. CREDIT MONTHLY 
ONE PARK AVE. 

If you agree this is sound reasoning, here is NEW YORK 

a proposal for your advantage and ours— 

fill out the coupon at right, with the names 1. 

and addresses of a few customers whom you 

believe would be helped by reading Crepit 

MONTHLY, and mail same to us. We will do 

the rest. 


YOURS FOR COOPERATIVE EFFORT 
CIRCULATION MANAGER 
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MAY, 1930 





J. A. LEFAVOUR, 


Credit Manager 


Super Maid 
Cook-Ware Corp. 


says 


“No longer is it necessary to wait your turn with the stenog- 
raphers during rush periods of credit work. With the Dictaphone, 
dictation and typewriting go on together virtually doubling out- 
put. Executives dictate when they wish, coming in of an evening 
if necessary. Girls have more time to type because no time is 
wasted taking dictation. 


“And the amazing thing about the Dictaphone,” concludes Mr. 
LeFayour, “is that it is not only the most convenient means of 
handling dictation but the cheapest as well. In addition to an im- 
mediate reduction of overhead, Dictaphones so increase the ac- 
complishment of the entire staff as to save their cost within one 
to two years.” 


Only by trying the Dictaphone yourself will you appreciate the 
many ways this versatile dictating machine can save you time, effort 
and money. The couponwill bring you a free trial without obligation. 


DICTAPAUNE 


The word DICTAPHONE is the Registered Trade-Mark of Dictaphone Corporation, 
makers of Dictating Machines and Accessories to which said Trade-Mark is Applied. 
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Dictaphone Sales Corporation, 
206 C Graybar Bidg., New York, N. Y. 
In Canada: 33 Melinda St., Toronto. 


I'd like to see how the Dictaphone can apply 
its economy and convenience to my office. 1 
Just show me one. | 
Name 1 
Address : 

1 


BRANCHES IN PRINCIPAL CITIES 
SERVICE EVERYWHERE 


CREDIT MONTH }. | 
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When buying a Dictophone please mention Credit Monthly 





® —Leoking Ahead 


In the June Crepir MONTHLY, 
Colby M. Chester, Jr., president of 
the General Foods Corporation, 
gives his interpretation of credit 
mergers and new developments in 
the food industry that vitally af- 
fect wholesalers. An official of the 
New York Central Railroad will 
write on the place of the railroad 
in Our economic structure. 


Lewis E. Pierson, chairman of 
the Board of the Irving Trust Com- 
pany, contributes a significant ar- 
ticle to the banking section of 
Crepir MONTHLY on the spirit of 
progress in banking. 


Other articles will be: ‘‘Funda- 
mentals of Credit” by one of the 
leading credit executives of the 
country, “Forestalling Retail Fail- 
ures,” by T. J. Mullane of the 
Crescent Mfg. Co., Seattle, and a 
discussion of our National Bad Debt 
Loss, by L. F. Rosenberger of the 
Coleman Lamp & Stove Co., 
Wichita. 
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Cover 


Photograph taken from under the right hand of the Statue vial Washington 
on the steps of the Sub-Treasury at Broad and Wall Streets, with House of 
Morgan in foreground and new banking institution towering above. 
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weeeneeesE VENT AND COMMENTawccesens 


THE HUGE ANIMALS 
that stalked through the 
prehistoric mornings of 


Mergers the world carried within 
and their giant frames the po- 
tentiality of extinction. 

Mammoths The brontosaurus, mam- 


moth, pterodactyl, and 

stegosaurus were huge and 

powerful, gigantic organ- 
isms with single lives spanning two or three centu- 
ries. The very size and power of the prehistoric 
animals doomed them to extinction for their brains 
were inadequate to the task of adapting their size 
and power to the requirements of a changing world. 
The intelligence quotient of the mammoth was 
higher than the intelligence quotient of many of the 
smaller animals that existed in the same geologic age. 
The mammoth has gone. The smaller animal still 
roams the earth. The animal kingdom gives us this 
striking example of what happens when there is a 
lack of proportion between brain force and the power 
and size of an organism of which the brain is the 
life dynamo. 

Do the giant business units in this civilization of 
ours carry within their organic bodies the poten- 
tiality of extinction? Is there generating within 
civilization itself the relentless germs of decadence? 
With business, commerce and civilization moving 
steadily zenithward, such questions seem absurd and 
incongruous. The foundations of our life and busi- 
ness were never sounder. We have huge reservoirs 
of wealth that can be translated into expansive, con- 
structive forces. In the decade just ended the United 
States has added 23 billion dollars to its annual in- 
come, which is estimated at around 90 billions. The 
average salaried employee receives twice as much to- 
day as he did twenty years ago. About the same 
ratio of increase holds for the wage earner. More 
than 65 million people in this country are insured 
for 100 billion dollars. One comparison from the 
industrial category will show how we have progres- 
sed materially. Over seventy per cent. of the Amer- 
ican people now live in electrically equipped homes. 
While our population has increased 25 per cent. in 
fifteen years, the generation of electricity has in- 
creased 625 per cent. With these tangible, indisput- 
able evidences of economic soundness, prosperity 
and growth is there any basis for asking whether the 
giant business units of our civilization carry within 
them the potentiality of extinction? Is there gen- 
erating within civilization itself the relentless germs 
of. decadence? 

A book could be written, either in proof or in 
refutation, of the affirmative answer to these ques- 
tions. There are, however, several springboards of 













fact from which we can leap into a lake of thought, 
As mergers and consolidations increase the size and 
power of business, banking and industrial units the 
necessity for strong, forceful leaders becomes more 
imperative. The man, or men, who have engineered 
a merger are generally capable of administering the 
new organization successfully. But who will replace 
them in ten or fifteen or twenty years? As the 
number of business organizations decreases the leader 
potentiality of the country decreases, for argue as 
you will, if you are going to train thousands of men 
to climb you need thousands of ladders for them to 
train upon. Large scale economies in administra- 
tion and operation are significant but what of the 
large scale loss in individual initiative and leader- 
ship? A civilization is founded and perpetuated 
upon the strength and number of its leaders. Is it 
folly to ask if a civilization is generating within 
itself the relentless germs 
of decadence when the 
ratio of number of leaders 
to number of people is de- 
creasing steadily, and 
when the social and eco- 
nomic organiza - 
tion makes no _ pro- 
vision to check this 
dangerous loss? 





IF YOU START a small 
snowball slowly rolling 


from the top of a high hill 


Bank it will take on more bulk 
ankruptcy and weight with each 
Revisions revolution, gaining in im- 


petus as it gains in sizé 

and weight, until it is a 

huge sphere shooting down 

the hill with speed, force 

and power. In this issue Creprr MONTHLY sets in 
motion a movement of the greatest importance to 
the credit interests of America; and every executive 
reader of Crepir MONTHLY should enlist his aid to 
help give speed, force and power to this movement. 
For several years it has been felt that bankruptcy 
administration was characterized “by serious abuses 
and malpractices upon the part of attorneys, re- 
ceivers, trustees, appraisers, custodians, auctioneers 
and other persons, associations or corporations”, as 
Colonel Donovan says on page 17 of the April issue 
in his article on “The Proposed Revision of the Na- 
tional Bankruptcy Act.” Bankruptcy administra- 
tion has become a burden to the courts, a long drawn 
out, expensive and uncoordinated process. The credit 
efficiency of the country has been seriously impaired, 
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and the attitude of business men in general toward 
bankruptcy administration has been one of distrust 
and disgust. 

Colonel Donovan told in his article in the April 
Crepitr MONTHLY the nature and scope of his in- 
vestigation, analyzing carefully both the economic 
and legal angles. Be sure that you have read every 
word and familiarized yourself with the background. 
Then watch each issue of Creprr MontHLy for 
developments. The revisions will be presented tc the 
National Association of Credit Men Convention at 
Dallas for approval of the delegates. A Special 
Bankruptcy Committee of the Association has also 
been studying this problem for over two years and 
working in close co-operation with Colonel Donovan. 

Crepir MONTHLY is behind this movement from 

inception to the acceptation. Within a reasonable 
time the revisions will come before Congress for con- 
sideration. CREDIT MONTHLY is the spokesman of 
the credit interests of the country in behalf of the 
revisions of the National Bankruptcy Act. Convey 
any ideas or plans you may have to CREDIT MONTHLY 
and they will be utilized 
with especial emphasis. 
Colonel Donovan has done 
his job. Now it’s up to us. 
Let us put everything we 
have into this movement, 
giving it the speed, force 
and power that will carry 
it through to final accept- 
ance by Congress. 


* “You HAVE certainly 


rung the bell”, said a 

pon Crepir MONTHLY reader 

Ringing to the Editor of CrepIT 

the MoNnTHLY when he was 

on a recent trip through 

Bell the middle west. “I have 

been reading CReEpIT 

MonTHLY since the first 

issue and it has long been 

my favorite magazine. I say you have “rung the 

bell” because your advertising pages hold as much 
interest for me as the regular editorial pages.” 

“That, at least, is a strong compliment to CREDIT 
MONTHLY advertisers”, was the answer. 

“I think it is just as strong a compliment to the 
editorial and advertising policies of CREDIT 
MonTHLY,” the credit executive answered, “for it 
means that you must have a definite policy of ac- 
cepting only those advertisements that, in ‘your 
opinion, have as much reader interest for your sub- 
scribers as your regular editorial pages.” 

Reactions of this kind from Creprr MONTHLY 
readers are highly pleasing. Reader-interest and ad- 
Vertising interest are indissolubly related. CREDIT 
MONTHLY interprets its advertising responsibility to 
its readers very strictly, admitting to its pages only 
such advertising that: is significant to the interests 
and problems of its readers. A Marketing Service 
Department has been instituted to study the CrepiT 
MoNTHLY market, determine the needs of its read- 
ers, and select only such advertising that will meet 
and satisfy these needs. 
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Crepit MONTHLY advertising is a readers’ service 
that brings the reader-buyer together with the ad- 
vertiser-seller. Advertising interpreted in this sense 
fulfills a sound economic law, facilitating the func- 
tioning of the machinery of supply and demand. 
The responsibility to the reader allows Crepit 
MonrTHLY to publish only that advertising which is 
of unquestionable benefit to him. Creptr MONTHLY 
does not offer space in the accepted sense, it offers a 
service that must be suit- 
able to both buyer and 
seller. Whenever you buy 
equipment or service buy 
that which is advertised in 
Crepir MONTHLY. You 
will be helping your maga- 
zine and its advertisers. 

And meanwhile we will 
keep the bell ringing. 


a Witp Mary Supik is 
wild no more. Her vio- 
lent, gushing power has 

Wild been tamed. For eleven 
M days the most sensational 
ary gusher of the Mid-Conti- 

‘ nent oil field gushed a 
Sudik stream of oil four hundred 
feet into the air, four times 

the height of the steel 

derrick over the well. The earth was oil soaked in a 

ten mile area, and traces of the brown stain were 

found even eleven miles away. Forty-eight thousand 
barrels poured out daily—$75,000 vanishing into the 
air every twenty-four hours. Day and night en- 
gineers fought to cap the gushing stream with its 
pressure of 2,000 pounds to the inch. Twice the flow 
was temporarily halted. Twice it broke out again. 

At last the artesian power was checked and the stream 

of rich, black gold held for the use of man. 

Wild Mary Sudik was sensational. Her story is 
dramatic. It was headline stuff! The attention of 
people was attracted and held. Seventy-five thousand 
dollars melting away into the air every day. A 
catastrophe! A shameful waste! And yet but few 
people even lift their eyebrows in contemplation of 
the gushers all over the country that are pouring far 
more than seventy-five thousand dollars into thin 
air every day. These are the gushers of credit losses: 
credit losses from over-extended terms, from fraudu- 
lent bankruptcies, from poor selling methods and 
poor merchandising, from inefficient credit manage- 
ment and from a failure of many owners of businesses 
to properly understand the important role of credits 
and credit administration. But these credit gushers 
are not Wild Mary Sudiks—they have not been sen- 
sational-ized. Isn’t it one 
of the major duties of 
credit executives to sensa- 
tionalize these credit gush- 
ers—until concerted and 
expert effort checks the 
staggering waste in this 
golden stream of credit 
and holds it for the bene- 
fit and use of man? 





“ Postal Telegraph flashes 

messages to 70,000 points 

in the United States... §& 

8,000 in Canada... : ..and by codrdinated cable or radio 


to foreign points . ; . ships at sea 


wer § Postal Telegraph, through affiliati 
ao to quick thinking, quick ac- ; ee ees ae 


; ] in the International System, goes to 
tion, modern executives demand Europe, Asia, the Orient over Com- 


equally prompt transmission of their de- ; mercial Cables; to the West Indies, 

cisions. More and more they are turning Central and South America over All 

to Postal Telegraph. America Cables; to ships at sea through 
Daily across Postal Telegraph’s vast Mackay Radio. The only American 

network of wires speed increasing thou- helagregt. sei ig 8 ea 

sands of orders, quotations, reports, reser- ee anne a 

vations . . . Written records handled with eae es 

dispatch and accuracy that spell more 

business, better business relations. 


An alert, courteous messenger to pick up 
your message . . . highly trained operators 
to send and receive it . . . another alert 
messenger to deliver it... or sending 
and receiving via the new typing tele- 
graph equipment. Throughout each 
rapid transaction a high morale, a courte- 
ous efficiency, a sense of extra service which 

distinguish Postal Telegraph today. 


Postal Telegraph * eae 
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“You Cannot Make 
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An Omelet 


Without Breaking the Eggs ” 


An interview with M. PAUL CLAUDEL 


RE is an old French saying, 
“You cannot make an omelet 


without breaking the eggs”. This 
maxim typifies French diplomacy as it 
is today and has been for many years. 
France, it seems, has always been sucked 
into the vortex of diplomatic intrigues, 
international controversies and devastat- 
ing wars. Yet today she stands as one 
of the most prosperous nations in the 
world, secure in a position that econo- 
mists speak of as “French prosperity.” 
The principles underlying the saying 
that “you cannot make an omelet with- 
out breaking the eggs”, have been wise- 
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Ambassador of France 


By Chester H. McCall 


ly applied throughout the reconstruc- 
tion period following the war. France 
has conducted her negotiations on the 
theory that some industries had to suffer 
more or less in order to obtain conces- 
sions of. greater importance to the coun- 
try at large. Her statesmen and diplo- 
mats have maintained what might be 
called the “larger balance” in contra- 
distinction to the “smaller balance”. 
The “larger balance” means that there 
is one great set of national scales kept 
in proper balance instead of five or six 
sets of smaller scales kept in an equally 
proper balance. France has learned 


that it is much easier to keep one great 
set of scales balanced than it is to keep 
six small sets of scales balanced. It is in 
this larger vision and larger balance 
that France has expanded outward into 
a new economic emergence. 

The decade of prosperity that ended 
on January 1, 1930, was largely the re- 
sult of an intensive cultivation of the 
domestic market. If January 1, 1940, 
is to close another decade of American 
prosperity, it will probably be the re- 
sult of an intensive cultivation of for- 
eign markets. France will be one of the 
key countries in this bigger picture, and 
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the credit and business executives who 
understand the French viewpoint, the 
industrial and economic situation and 
the principles of the “larger balance” 
will be well prepared to fulfill the re- 
quirements of “international-minded- 
ness” that are rapidly becoming im- 
perative to the successful American 
business executive. 

In order to get an exact interpreta- 
tion of France and French methods of 
business and commerce I went to His 
Excellency, Paul Claudel, Ambassador 
from France, and asked him to answer a 
few questions that I felt would clarify 
misunderstandings that exist in the 
minds of many American business men. 
I also knew that the Ambassador could 
probably give an economic rendition of 
the French situation as it interests the 
credit executive who may soon be 
called upon to judge France as a credit 
risk. 

Ambassador Claudel has been in the 
French diplomatic service for almost 
forty years. He has served his country 
throughout the world, and was sta- 
tioned for several years in far away In- 
do-China. He has observed at first 
hand the development and growth of 
the French Colonial empire. He is 
thoroughly familiar with commercial 
practices, principles and customs as 
promulgated by France, both at home 
and abroad. His wide experience and 
long association with commerce and 
trade throughout the world qualify 
Ambassador Claudel to answer, with 
unusual authoritativeness, questions of 
economic import and international sig- 
nificance. 

The Ambassador received me in his 
office at the Chancery of the French 
Embassy at 2034 16th Street, N.W., 
Washington, D. C. The desk from 
which he directs the affairs of France 
in the United States looked no different 
from the desk of the average 


business executive. But from the large 
portrait of Washington on the wall at 
the Ambassador’s right his office takes 
on a dignity that fills the entire room, 
a dignity that one feels emanating 
from the nicety in arrangements, tastes 
and atmosphere. 

After my interview with the Am- 
bassador was over he sent me to the Em- 
bassy, where Madame and Mademoiselle 
Claudel received me with the same gra- 
ciousness that characterized my recep- 
tion at the Chancery offices. I was 
conducted through the various rooms in 
the Embassy, after which I carried away 
with me a feeling of ease and warmth 
that one invariably gets from a French 
home. The French are a people of nu- 
ances. There is always a subtleness, a 
pleasing naturalness in the impressions 
they convey, even in the most usual 
of their daily activities. 


A Man of Peace 


Ambassador Claudel was one of the 
strong forces behind the Kellogg Pact. 
He worked closely with Secretary of 
State Kellogg in the drafting of that 
remarkable document. M. Paul Claudel 
has always been a man of peace and 
competent authorities tell me that the 
Pact is based upon much more of the 
Claudel idealism than the people of the 
world will ever realize. The French 
Ambassador kept himself well in the 
background, serving as far as the general 
public is concerned, as intermediary be- 
tween Premier Briand and Secretary 
Kellogg. 

The whole world seems to be “pros- 
perity-minded” so I felt that the first 
question should be on what many 
writers and economists are calling 
“French prosperity.” During the re- 


A view of the Motor Car Works of 
Citroen, the Ford of France, at 
Clichy, near Paris 
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cent depression in this country it y 
often pointed out that France was» 
joying a wave of unprecedented pp 
perity. Was this condition actually gy, 
istent in France? Why did Fran 
seem to have no unemployment pr} 
lem? Why did her money market sho 
solidity and stability? 1 gave a bri 
resume of these conditions, to which 
the Ambassador answered: 

“When people speak of French pry 
perity they probably mean that Fran 
is in a somewhat better and more flog. 
ishing condition ‘than several of he 
neighbors. Financially, France is in, 
pleasing condition. The Bank of Frang 
has metallic reserves’ corresponding 1 
49.36 per cent. of liabilities, and golf 
reserves second only to those of th 
United States. The ratio of notes in 
circulation to gold deposits is the bes 
we have ever had and the abundance of 
foreign credit indicates that the frane 
is one of the soundest currencies in th 
world. 

“Rapid development of industry and 
a lack of unemployment are other fac. 
tors contributing to the healthy condi. 
tion in France. The reason for lack of 
unemployment in France is a grim one, 
Over 1,400,000 of our young men and 
workers were killed in the war, and sey- 
eral hundred thousand maimed and 
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crippled are supported by the nation. “Dor 
“France’s rise to its present sound } pite ha 
economic status has been over moun- § during 
tainous obstacles. The richest parts of | sid. 
France were devastated by the war and 
have gone through a complete rebuild. De 
ing and reconstruction. The franc hs y, 
been stabilized at about one-fifth of its J results 
value and all creditors of the state have § of Fr; 
lost eighty per cent. of what they § includ 
owned. So you see, whatever degree of energy 
prosperity France has attained has been opmer 
through struggle, suffering and deprive § colon 
tion.” 90 CO! 
“France has reached a position & tent ; 
of unusual soundnes § ie § 
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in her credit condition. What are the 
chief factors contributing to this credit 
swength?”’ I asked. 

“Our credit has been strengthened be- 
cause France has settled her external 


F ebts by obligating herself to reimburse 


to her creditors fifty per cent. of her 
debts while French creditors themselves 
recive only twenty per cent. The 
reparations settlements have been made 
possible because France has agreed to re- 
ceive payments of only forty billion 
francs, when she has already spent one 
hundred billion francs in the recon- 
sruction of devastated regions. Taxes 
have also been levied on the French peo- 
ple that constitute a real burden. The 
fiscal charge, for example, amounted to 
13.7 per cent. of the national revenue 
in 1913, and today it has increased to 
thirty-five per cent., which increase is 
greater than that of any other country. 
Figures will show that the French tax- 
payer is taxed three times more than the 
American citizen is taxed. There is a 
great danger here also. France needs 
initiative but when the tax burden be- 
comes too heavy it endangers and paral- 
yues initiative. France is sound today 
because of sacrifices and burdens and a 
never wavering persistence on the part 
of her people.” 

“Doubtless the French Colonial em- 
pire has also been an invigorating asset 
during these reconstruction years”, I 
said, 


Development of Colonies 


“Yes, we have had very satisfactory 
results from all of our territory outside 
of France. When I speak of France I 
include all French territory. Great 
energy has been expended on the devel- 
opment of French colonies. And this 
colonial administration has been handled 
 consummately that there is real con- 
tent among all French subjects. There 
ae five million square miles of over- 
sas territory under the French flag. 
This is a million square miles more than 
the whole of Europe, including Russia. 
The population of the whole French em- 
pite is over one hundred million. Many 
people in analyzing France forget these 
facts. The exploitation of this territory 
his been particularly successful. I 
might give you a few figures to indicate 
the importance of the French colonies 

Om an economic viewpoint. In 1927, 

oth Africa produced more than four 

uion tons of phosphates or fifty per 
of the world output. Madagascar 
tanks third in the world for graphite 

' lu ion with 15,000 tons. Indo- 
China ranks fourth in the world for rice 
production with seven million tons. 
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The development of trade of overseas 
territories with France alone reached in 
1929, 335 million dollars of exports and 
258 million dollars worth of imports. 
In our program of national equipment a 
sum of 141 million dollars out of a total 
of 336 millions is to be devoted to our 
colonies, for we realize that our future 
lies in our colonies and we intend to do 
everything we can to develop them to 
the utmost.” 

Among business men there is prob- 
ably more discussion of the tariff than 
any other single subject. The tariff 
affects in so many ways the economic 
status of this country with other coun- 
tries. The subject is so controversial 
that it is dangerous to start a discussion 
on it, but I decided to ask the Ambas- 
sador to give me in a general way his 
views on tariffs. 

“The whole subject of tariff is a dif- 
ficult one to talk upon”, he answered. 
“There is such an intermingling of poli- 
tical, sectional, economic, national and 
international causes and effects that it 
would be unwise for me to discuss the 
matter in any way but to give an ex- 


ample of why I believe a great many un- 
necessary misunderstandings exist. 


“To illustrate let us take the eighteen 
per cent. tax on profits which is levied 
by the French government. The pur- 
pose and nature of this tax is generally 
misunderstood. Whenever the tariff is 
mentioned the eighteen per cent. tax is 
usually mentioned in connection with it. 
I believe the American business man 
should understand the true nature and 
purpose of this tax. It is not proper 
that he should consider it a discrimi- 
nation against American branches in 
France. 


Taxing Profits 


“Back in 1872 the French govern- 
ment passed a law which levied taxes 
upon the net profits made by a com- 
pany. Until the period following the 
war this tax caused no excitement be- 
cause taxes were low and there was no 
reason for the law to be emphasized. 
As the law stands at present the French 
government levies a tax of eighteen per 
cent. on the net profits, or dividends, of 
a company. This law applies alike to 
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French companies and to foreign 
branches located in France, and does not 
discriminate against the foreign branch. 
Yet many people say that this law im- 
poses such a high tax that American 
branches cannot do business in France. 

“The real difficulty comes from the 
fact that there have been foreign 
branches located in France that have 
manipulated their business in such a 
way that the books showed no profit, 
exempting the branch from the tax. In- 
vestigations disclosed that the branches 
were not honest in their accounting 
and reports, and, of course, the French 
government took steps to protect itself 
in such cases. 

“As a method of protection France 
enforced the law to exact the tax. from 
the branch according to the net profits 
of the parent company, based upon the 
amount of business done in France. For 
example, suppose a tire company in the 
United States sells one million tires 
throughout the world, of which total 
one hundred thousand are sold in France. 
The tire company shows a good profit, 
but the French branch just breaks even. 
According to the French interpretation 
the tire company branch in France 
should pay eighteen per cent. of the ten 
per cent. of the profits made by the 
parent company, because ten per cent. 
of the business is legally transacted in 
France. With a protection of this kind 
foreign branches will not try to handle 
their business so that it will show no 
profit, as several branches have been 
known to do.” 

“But suppose,” I asked, “that the 
branches of the tire company through- 
out the world all show a profit with the 
French branch only as an exception. If 
it can be proven that the French branch 
did not make a profit, would the eigh- 
teen per cent. tax still be levied?” 

“The branch would be in the same 
position as a French company”, the Am- 
bassador replied. “If a company shows 
to the satisfaction of authorities that it 
has not made a profit no tax would be 
levied. If this situation is analyzed 
carefully anyone will see that it con- 
tains no element of unfairness, nor does 
it discriminate against American 
branches in France. Unfortunately, 
misunderstandings in matters of this 
kind go unexplained and often react 
against the natural good-will that exists 
between the peoples of France and the 
United States.” 

The next question I asked the Am- 
bassador pertained to the patent and 
copyright situation, which does not af- 


A modern water-power plant in 
Southern France 


ford proper protection to French @& 
signers and inventors. 
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“An unhappy circumstance exists}, 
regard to patents and copyrights”, Ap 
bassador Claudel explained. “At & 
present time a French inventor or 
signer is not protected in the Unity 
States unless his unit is registered, pat. 
ented or copyrighted in this country, 
The average cost for this is around fifty 
dollars, and as there is so much uncer. 
tainty about a design or article being 
successful in the United States it is yp. 
economical to go through this proceduy 
until its popularity and success are test. 
ed. This protection is insured through 
agreements with most of the Europea 
countries, but not as yet between th 
United States and France. 

“In the millinery field we find ip. 
stances of great unfairness. There ap 
many stores in the United States thit 


take a French design and reproduce it 
without 


T 


any consideration for th | 
French originator. Label companies te} “vers 
produce the exact signatures of th} MP: 
trade marks of French designers and sej} ¥™er 
the labels at around ten dollars a thou} 444° 
sand to milliners who put them in the In 
hats they sell. The label usually says of th 
“reproduction” above the name or sig-} Plone 
nature. Actually, the only reproduc-} i ¢ 
tion is of the stolen label or trade mark. | State 


Reproductions are made of the signa 
tures of such famous designers as Jean 
Patou and sold for indiscriminate us 
by American milliners. These practices 
create feelings of ill will, and it is 
be hoped that they will be eliminated 


at the earliest possible moment.” 










Ambassador Claudel also pointed out 
that business men in the United States 
who contemplate doing business i 
France should communicate with th 
French Commercial Attaché, who will 
be very glad to go into every phase pet 
taining to French commercial customs, 
procedures and systems. 

After my interview with Ambassador 
Claudel was over I felt that the old 
French saying “you cannot make a 
omelet without breaking the eggs” is# 
maxim that every business man cam 
afford to keep in mind and emulate, for 
after all, individuals, like nations, must 
concede on minor points if they are? 
obtain results of major significance: 
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B The credit and business executive 
cannot analyze domestic business con- 
ditions without understanding the 
major influences of foreign trade. This 


aticle tells 


What Foreign Trade 
Means to You 


trade to American industrial 

companies arises from the greater 
diversification of business which a 
company has when the ultimate con- 
sumers of its products are in many 
quarters of the earth. 

In days past, it was the experience 
of those American industrialists who 
pioneered the foreign field that chang- 
ing economic conditions in the United 
States, with their consequent fluctua- 
tions in the buying power of the popu- 
lation, were not reflected in foreign 
countries. 

To those who were willing and able 
to create an organization abroad for 
conducting their foreign trade, it was 
of great benefit to have a continuing 
lively market for their products in Eu- 
rope, South America or the Orient 
while their domestic business was over- 
shadowed by a business depression. It 
was true that there were also fluctua- 
tions of buying power in the foreign 
field, but these came usually at times 
when the United States consumer was 
calling briskly for all the goods fac- 
tories could produce. 

Among those most closely in touch 
with foreign business at the present 
time, there is a strong and growing im- 
pression that the days of such isolated 
phenomena are over. The growing 
financial, commercial and industrial 
interdependence of the nations is mak- 
ing all of them more responsive to con- 
ditions outside their own borders. 

According to the observations of our 
Own organization—and we sell our 
products in 56 countries and princi- 
palities—the American stock market 
break of last fall and the reduction in 
business which it forecast are being re- 
flected all over the world in greater 
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T: principal value of foreign 


or less degree. It is prob- 
able that future waves of 
prosperity and depression 
will circle the globe wit 
less and less obstruction by 
political boundaries. 

It is not to be assumed, 
however, that these changes in world 
conditions have denied to American in- 
dustry all benefits of foreign trade. 
While business trends throughout the 
world may be identical in direction, 
they still vary greatly in intensity. 
Thus, the decline in some lines of Amer- 
ican business which started around the 
end of 1929 has been felt abroad ap- 
preciably less than at home and, abroad, 
it has been felt much less in some coun- 
tries than in others. 

Furthermore, there is very apt to be 
a disparity in point of time between the 
appearance of a new trend in various 
countries. Recently, we have seen the 
business trend reverse its direction in 
some countries appreciably before the 
same tendency appears in other coun- 
tries. 


Solving Production Schedule 
Problems 


These two qualities make foreign 
business valuable to American industry 
because they lend flexibility to opera- 
tions: The time lag between the ap- 
pearance of depression in the United 
States and in foreign countries where 
a manufacturer has outlets, permits him 
to ship goods from domestic markets 
which will no longer take them to for- 
eign markets where demand still re- 
mains and thus enables him to answer 
one of the most critical problems which 
depression brings to some lines of in- 
dustry, particularly the - production 
schedule problem. In several American 
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industries producing highly manufac- 
tured articles partaking of the nature 
of luxuries, distributing channels have 
lately been disorganized by the com- 
petition of manufacturers to get back 
the working capital tied up in large 
inventories. 

If some of the manufacturers in these 
lines had had foreign outlets normally 
capable of handling 25% to 40% of 
the factory production, they would 
still be in business today, the general 
level of domestic prices for their prod- 
ucts would probably be at cost or 
above it and I am quite sure that dom- 
estic sales would be about as large, in 
units, as they are now on a price- 
cutting basis, 

The fact that many foreign coun- 
tries are feeling the effects of our mar- 
ket and business decline less than we, 
is a boon to the American manufac- 
turer with adequate foreign outlets. 
Business men of all degrees are now- 
adays familiar with the fact that fixed 
charges produce a “break-even point” 
above which profits mount and below 
which losses accrue with a rapidity dis- 
proportionate to the change in sales 
volume. This condition is more ag- 
gravated in the case of enterprises 
whose profits are derived from a small 
margin of profit on a large volume of 
business and as a typical instance, pos- 
sibly some of my readers may recall 
the railroad company report, made pub- 
lic a few weeks ago, which showed a 

(Continued on page 39} 
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JOURNEY around the Medi- 
be terranean puts the traveler in 
touch with the ruins of at 
least seven great civilizations. The 
weeds grow tall around the broken col- 
umns of temples that have been dedi- 
cated to gods, mature and man. The 
imagination, weary in its retrospection, 
pauses on the threshold of its day— 
our day—to take inventory of relig- 
ious, political, social and economic ac- 
complishments; it pauses deeply con- 
scious of the fact that enough wealth 
has been produced and destroyed, dur- 
ing the past five thousand years, to 
have endowed in luxury the two bil- 
lion people now living on this earth. 
Only 180 years—three generations— 
separate us from that period when Brit- 
ain began her triumphant march to- 
ward industrial and commercial su- 
premacy. By 1750 England had cen- 
tralized her government, diversified 
agriculture, promoted trades, acquired 
colonies, built a navy and launched a 
merchant marine. In short, she had 
acquired sufficient economic stability to 
inherit the full advantage of the in- 
dustrial storm which was about to 
break. Between 1750 and 1825 a se- 
quence of inventions, beginning with 
the flying shuttle, passing on to the 
spinning “jenny,” the “mule,” the 
power loom, the steam engine, ore smelt- 
ing, pottery, canals, highways, the 
locomotive and the steamboat, laid the 
foundation for an industrial empire. 
Britain was ready in tradition and 
adaptation, in vision and application, 
in legislation and diplomacy. To this 
day the world pays homage to that 
mighty land whose industrial and 
commercial grip has never been broken. 
Manchester, Birmingham, Edinburgh, 
Belfast, Liverpool, Nottingham still 
challenge the world in textiles, hard- 
ware and commerce. And so the prep- 
aration of centuries made England the 
birthplace of the industria] revolution. 





































CONSTRUCTIVE CREDIT 


The basis for American 
commercial and industrial 
supremacy 


The power to put off the old and put 
on the new evolved a modern economic 
organization. A high regard for law 
and order as well as for the most ad- 
vanced interpretation of the liberty of 
that day set the stage for an industrial 
and commercial leadership that has 
many times been challenged, but never 
supplanted. 

An economic analysis of the period 
1750 to 1900 prepares the way for our 
own industrial age. For many years 
England attempted to control the 




















colonial sources of raw 
materials and the mar- 
ket for her finished 
products. This policy 
brought about the loss of 
the American colonies, 
brought about foreign 
wars and_ stimulated 
command of the sea by 
warcraft and merchant 
marine. By 1850 Eng- 
land had inaugurated a 
policy of free trade, feel- 
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ing that her industries were sufficiently 
strong to withstand the competition of 
the world. Free trade also contributed 
low priced foodstuffs, the basis for low 
labor costs. 

Three great economic forces carried 
Britain into industrial supremacy—4 
navy supporting a merchant marine, a 





strong consular system gathering vital follov 
trade information, and the Bank of } 8 ' 
England financing industry and com. } %4" 
merce. The nineteenth century was of 
the era of production and the develop. § ?#* 
ment of transportation finds 
lines. The close of the | cu! 
nineteenth century found | ‘* ° 
the star of industrial’ } %™ 
empire hovering over | “Y 
the British Isles. How- forc 
ever, during the last Let 
quarter of the nineteenth - 
century two nations, of 
Germany and the United - 
States, were making cha 
giant strides toward eco- diff 
nomic recognition, and 7 


when civilization passed 
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into the twentieth century a new 
economic emphasis had dawned. It 
was an emphasis destined to change the 
entire industrial map. 

Today, in 1930, we are in the midst 
of the second industrial revolution. 
Leadership in the twentieth century is 
destined to find its center of gravity in 
that land best adapted to meet the 
economic requirements of 
day. 

The mind 
capable of 


follow- 

ing the 

sequen ce 

of the 

past often 

finds it dif- 

ficult to de- 

tect the 

dominant, his- 

tory making 

forces of today. 

Let us briefly at- 

tempt the inventory, deeply conscious 

of our limitations, and cognizant of the 

complexity of the present economic 

changes. That 1930 is emphatically 

different than 1900 can not be denied; 

that sweeping changes in the economic 

order are taking place is readily recog- 

nized; that old methods and organiza- 

tion in production and merchandising 

are being supplanted by sweeping re- 

construction can be easily observed. 
One of the first and most important 

observations in this business age is the 

intensified interest and accomplishment 

in mechanical invention. The conquest 

of the air and the control of sound 

waves are but a part of this emphasis. 

Everywhere machines are competing 

with human hands. Visit the modern 

farm, the mine, the mill; observe the 

changes in transportation, the revolu- 

tion in building and construction, the 

application of electricity; consult the 

Patent office records and confer with 

labor leaders: all this leads to one con- 

chision—the revolution in mechanics. 

Is it any wonder that the ratio of capi- 

tab to the total output of: business is 

increasing more rapidly than the ratio 
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Mechanized Transportation 
Conquers Time and Space 


of labor; that volume and mass pro- 
duction are the primary economic re- 
quirements of the day; that industry 
shifts more readily from one section of 
the country to another? Let no man 
minimize the importance of the great 
modern mechanical emphasis upon the 
increase of wealth, lower unit cost, 
standards of living, employment, im- 
migration and the size of the family. 
The second revolutionary change in 
modern business is the great increase in 
mergers and combinations. Beginning 
with the gigantic steel combine early in 
the century, there has developed in re- 
cent years a wave of business integra- 
tion, the like of which has never been 
experienced. This movement does not 
solely concern production; it has to do 
with the recent growth of chain store 
operation and branch banking. Here 
is a change that has resulted from cut- 
throat competition; from a desire to 
control supplies; from promotion profit 
and from an opportunity to reduce the 
cost of production and. distribution. 
Here is a change that will have much 
to do with the launching of new busi- 
ness in the future; with the relation 
of government to industry; with busi- 
ness ethics and with the interest of the 
individual in his vocation or profession. 
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The third aspect of the second indus- 
trial revolution is the upheaval in the 
nineteenth century methods of mer- 
chandising. For many years there has 
been a lack of economy in distribution. 
Retail stores have multiplied by thou- 
sands. The average life of these. stores 
has been short. There has been a con- 
stant stream of men bringing their 
small savings to the altar of merchan- 

dising ambition. Without a 
knowledge of accounts, 

buying, adver- 

tisin g, 


turn- 

Over, 

mar k- 

up, cred- 

its, col - 

lections and 

service they 

have diluted 

the average 

amount of 

business done in 

retailing and 

wholesaling, thereby increasing costs of 
distribution and prices to consumers. 
Handicapped by the lack of business 
understanding and adaptation and 
strangled by competition, they have 
constituted an unbroken business death 
march. During the past ten years the 
net cost of being “‘over-merchandised” 


has been billions of dollars. 


Into this picture of merchandising 
desolation and chaos has come the chain 
store, quickening competition, hasten- 
ing elimination. This revolutionary 
change in distribution has been charac- 
terized by some as the beginning of the 
end of the “independent”; by others as 
an incentive and stimulus to better 
merchandising on the part of the small 
dealer; by a few as a temporary mar- 
keting fad or promotion that will dis- 
integrate by its own weight and com- 
plexity. These sweeping changes in 
the marketing system have undoubtedly 
hurried many a retailer into bank- 
ruptcy. On the other hand, they have 
introduced far reaching economies, 
stimulated adaptation and brought 
about greater co-operation between 
wholesaler and retailer. 
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It might be well at this time to bring. these different reservoirs of credit ing consumption. In the introduction destru 
to the chain store enthusiast a warn- which are now in competition with one of credit elasticity a new volume of more 
ing taken from the experience of busi- another! Watch the ebb and flow of purchasing power has been provided, credit 
ness administration. Stretch out a _ credit, the ebb and flow of purchasing the adaptation of production and dis. stabili 
series of business units from East to power from one reservoir to another, tribution to changes in mechanics has ie 
West, North to South, and observe the and you vision the’economic problem been made possible and the development anne 
neutralization of economy as the sys- of tomorrow! Credit determination of new markets made imperative. No the st 
tem becomes complex and far flung! and credit control constitute the heart country in the world has staked out of bu 
Retailing is essentially a service. The of industrial and commercial su- such an industrial and commercial em. conta 
merchant is a host, the customer a premacy. pire. Unhampered by tradition, un. lem 
guest. Success in a store depends upon Three thousand miles west of Britain exhausted by war, unlimited in re. probl 
consideration of detail, and resources, the United States ducts 
a human equation closely in 1930 occupies the same ae 
bound up with ownership. Today, in 1930, we are in the midst of the relative position to the in- i 
The large scale farmer has : : ; ore dustrial world as Britain 
never put the small farmer second industrial revolution. Leadership in the occupied in 1750. Suchii addes 
out of business. I predict twentieth century is destined to find its center the transition of industry, - 
a profitable future for both of gravity in that land best adapted to meet the destiny of leadership wee 
the farmer and the inde- 3 : S tod and the responsibility of — 
pended aiid Glle- Wik the economic requirements of today. apanaiie total 
serve the economies of the see How frequently the son appli 
day. of a great leader, notwith- —_ 

A fourth major factor in For many years there has been a lack of standing an endowment in = 
the present day business economy in distribution. Handicapped by the wealth and opportunity, ' 7 
revolution is the expansion : ; : dissipates a fortune and - 
and intensification of cred- lack of business understanding and adaptation breaks the continuity of of ¢ 
it. Not many years ago, and strangled by competition, insolvent mer- power in a family line. of 
from the point of view of chants have constituted an unbroken business Have we not observed the ' 
the historian, commodities assing of powerful nations, . 
were exchanged for com- death march. gee hs failure to take advan- sai? 
modities in a system of bar- tage of political, social and ~ 
ter. Not many years ago, Stretch out a series of business units from East economic opportunities; the slac 
possibly within the experi- to West, North to South, and observe the destruction of rich resources - 
ence of many of my read- ate and the inability to main- wv 
ers, commodities were large- neutralization of Scenery, 6s the system be- tain a vigorous constructive at 
_ly exchanged in terms of comes complex and far flung ! leadership? If the Ameri- - 
cash. In my boyhood days, can people fail to conserve - 

‘ gee . the 
the request to have a thing resources, fail to develop , 
oy ies — e The man who deals in credit deals with high business a _ 
whisper. ay, industria ; 5 to express vision in legisla- 
Manin and the progres- character. Shiftless credit debauches the re- tion, ‘etapa and co- Su 
sive industrial world do cipient and de-stabilizes industry. operation, the economies in- Pr 
business on the basis of herent in the second indus- 7 
credit. The United States, trial revolution will pass e 
with eight billion in currency, has an there now takes place a series of eco- to other hands. e 
annual wealth production of nearly one nomic changes destined to determine At this time the credit structure of Pr 
hundred billion. Bank clearings in a industrial leadership for the next hun- the United States must be fortified. No ” 
single year amount to more than two- dred years. Into the hands of the nation is rich enough to carry an an- _ 
thirds of a trillion. Retail credit, in United States have been placed the nual bad debt loss of close to a bil- Pe 
instalment sales, amounts at any one blessings and dangers of an intensified lion dollars. When competition causes $ 
period of time to more than eight bil- application of machinery, which, forti- cut-throat credit service, losses are not ™ 
lion, while the volume of open book fied by rich natural resources and ad- merely a competition of dollars but a ‘ 
accounts can scarcely be approximated. ministrative genius, make for low unit breakdown of National character. If | 
To this vast sum add billions in com- cost with high wages. By virtue of the credit grantor continues to set up ‘ 
mercial credit, billions in brokers’ loans, business consolidation vast economies weak ineffective retailers he will slowly | 
billions for building and construction, have been made possible—economies in diminish the buying power of the pub- ’ 
billions for foreign investments, bil- | production and distribution, economies lic through waste and increased cost. e 
lions for the promotion of new and ex- resulting from a better adaptation of If credit terms are without honor, then 
panding business and billions for agri- supply to demand, economies in greater the entire business structure will be I 
culture. In a single year the demand business stability and continuity. subjected to gang warfare. Credit is : 
upon our credit facilities is colossal; 2 Through the introduction of sweeping not a commodity that can be sold on 
demand far in excess of the greatest changes in merchandising methods the auction block or dispensed at cut 
financial vision of thirty years ago; a waste totaling hundreds of millions an- rate office desks. The man who deals 

5 demand that has not yet run its course; _nually is being eliminated—a waste that in credit deals with character. ‘‘Charg- 7 
a demand that has its ultimate limita- has impeded the channels of distribu- ing off” bad debt losses is not merely ) 


tion in terms of gold. Draw close to tion, curtailing production and restrict- a ledger transaction; it is more than 4 
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destruction of profits or capital; even 
more than a dollar waste. Shiftless 
credit debauches the recipient and de- 
stabilizes industry. 

It might also be worth while to ob- 
serve that there are definite limits to 
the supply of credit. If the expansion 
of business for the past few years be 
continued for the next decade the prob- 
lem for the future is preeminently a 
problem of credit economy. The pro- 
duction of credit follows the law of 
increasing cost, that is te say the 
greater the demand for credit the higher 
the interest rate. And it might be 
added that the acreage devoted to credit 
raising is not easily increased. This 
means that industrial progress and lead- 
ership will depend not only upon the 
total amount of credit, but upon its 
application to the different business de- 
mands. The farmer, manufacturer, 
merchant and laborer are interested in 
the amount of credit made available to 
speculators as compared to the amount 
of credit available for the development 
of new markets. Credit is a reservoir 
of impounded buying power. The test 
of its sufficiency is © Ewing Gellowey 
not determined in ; 
periods of business 
slack but at times 
when the industrial 
system is functioning 
at full speed. The ulti- 
mate test of its suffici- 
ency will be found in 
the general price level. A 
stricter credit control may 
not be so far in the future. 

Six months ago this was ap- 
preciated. Today the neces- 

sity seems far away. The 

credit executive is called upon 

to conserve the credit supply. 
Profitable and stable business de- 
mand it. The old adage, “The mill 
cannot grind with the water that is 
past,” does not apply to credit. The 
responsibility of the credit grantor is 
to be found in his ability to speed up 


nomic vision would also seem reason- 
able. But the moral in the present un- 
precedented wave of consolidations 
reaches far beyond greater economy and 
the good-will of the American public. 
It reaches to the very heart of the insti- 
tutions of private property, freedom of 
contract, and _ individual initiative. 
Higher ethics and the principle of serv- 
ice have restored the confidence of the 
people in the business executive. Merg- 
ers mean more economic power in the 
hands of the men who guide the destiny 
of business. Greater power carries 
greater responsibility to stockholders, 
competitors, and the general public. 
Every merger must be promoted with a 
reasonable profit and with a high regard 
for effective business administration. 
Commodities and services must be sold 
to the public at reasonable prices and 
rates. There must be no reward for 
mere cleverness. The next twenty-five 
years will test the strength of the new 
profession of business. Every business 
man becomes a guardian of public faith. 
There will be sentiment in business or 
it will forever fall short of the require- 

ments of a real profession. Law, 


4 medicine, education, and en- 


gineering have reached 
their present 
high stand- 


ing 
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through a faith in ideals. A loss of con- 
fidence in the business executive means 
more restraint and less progress, more 
law and less individual energy. 


What Is the Goal?——The 
Spread of Human Welfare 


In the last analysis we are de- 
pendent upon the vision of our 
legislatures, business leaders and 
educators. After all, the goal is 
not a mass of wealth accumu- 
lated; not a volume of produc- 
tivity and distribution which 
necessitates piracy in prices and 
service; not a temporary pros- 
perity that results from dissipat- 
ing our timber, oil, ores and land 
fertility; not merely the develop- 
ment of energy — energy — en- 
ergy. Rather is it the spread of 
human welfare, the maintenance 
of high and thrifty standards of 
living, the permanency of busi- 
ness and social integrity. Such 
will be the goal of that Nation 
that assumes leadership in the 

second industrial 
revolution. 


collections and put the water over the 
business wheel again and again. There is 

an enormous waste in credit which must 
be stopped, else we be put upon credit ra- 
tions. American industrial and commercial 
supremacy is pivoted upon this responsibility. 

There is another responsibility which is im- 
pending, a responsibility that will determine the 
spread and continuity of industrial well being. 

I refer to business consolidations. That the merger 
should have in mind the reduction of costs in pro- 
ducing or marketing a given commodity may be 
taken for granted; that it may do much to reduce 
business instability may be assumed; that it will 
strengthen the principle of service by enlarging eco- 
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Why We Pay a Bonus 
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The Credit Manager Writes His Own Check and 
An Additional Check for the Firm, Because He 
Earns More Than He Receives. 


T is an established custom to pay a 
bonus to buyers and heads of de- 
partments, and it is profitable to do 

so because the bonus is usually calcu- 
lated on increased sales that are ob- 
tained at a given maintained markup 
and at a given rate of stock turnover. 
The store receives a benefit under such 
an arrangement and it is quite willing 
to share the benefit it receives with the 
individual whom it believes is chiefly 
responsible’ for the results obtained. 
Such an arrangement is fundamentally 
sound, because it provides an incen- 
tive to the buyer to do his utmost and 
guarantees a reward if certain results 
are achieved. It also offers a protection 
to the store, inasmuch as the store only 
pays to the buyer a part (sometimes 
only a small part) of the total benefit 
that was derived. In other words, it 
is a mutual proposition: Both store and 
employee benefit. 

For some reason, a bonus plan for 
Credit Men is not an established cus- 
tom. At different times several individ- 
uals have discussed plans in order that 
a bonus arrangement could be worked 
out for Credit Managers, but so far 
‘as the writer is aware all efforts to es- 


tablish the custom 
have failed. This is 
to be regretted be- 
cause both the stores 
and credit men gen- 
erally are suffering a 
loss as the result. 
Store managers have 
undoubtedly over - 
looked the merchan- 
dising of their credit 
office. There’s money 
in it, and more money 
can be made by mer- 
chandising it. 

The Credit Office 
can be merchandised 
by applying the same 
principles to it that 
are applied to regular 
merchandise depart- 
ments. Establish quotas, ascertain 
turnovers, control bad debts as you 
control unseasonable merchandise, and 
if you get the desired results — Pay 
Your Credit Manager a Bonus. We 
do, and find it profitable. And we do 
it for selfish reasons. 

We want: (1) Increased business; 
(2) Increased collection turnover; (3) 
Decreased write-off and we are willing 
to pay to get these results. 

If every credit man throughout the 
nation will demonstrate these things to 
his employer, he won’t have to sell him 
the idea of a bonus plan, the employer 
will want to buy it. 

There have always been two major 
objections to a bonus plan for credit 
men. On the one hand it was argued 
that if a bonus were paid to credit men 
based on increased charge sales, it would 
have a tendency to encourage lax 
credit granting, with the consequent 
increase in losses from bad debts. On 
the other hand it was contended that 
if a bonus were paid on increased col- 
lections the credit man would drive his 
accounts too hard and thereby lose cus- 
tomer good-will, which would result 
ultimately in a decreased volume. 





















redit Manager 


BY E. GAMLEN 


General Merchandise and Sales Manager, 
Frank Werner Stores, San Francisco 


The plan outlined and put into op. 
eration by Frank Werner Co. meets 
these objections, and turns them to ad. 
vantage. Here is the plan: 

(1) A reasonable charge sales quota was 

established for the year, taking our 


advertising and expansion plans into 
consideration. 


(2) We established a definite collection 
percentage quota, being guided by past 
performance, but setting the quota a 
little higher 


(3) We established a quota for bad debts 
—"“write off.” 


(4) We decided to pay:— 


(a) A bonus at a certain percentage 
on the charge sales that were in 
excess of the quota. 


(b) An additional bonus at certain 
percentages on collections that 
were in excess of the collection 
percentage quota 


(c) A further additional bonus at a 
certain percentage of the write- 
off that was below the percentage 
quota. 


(d) We imposed a corresponding pen- 
alty, chargeable only against 
bonus, for collections below the 
quota, and “write off” above the 
quota. No penalty is to be im- 
posed if charge sales fall below 
the quota, as the house may want 
to restrict credit under certain 
circumstances 


Under such a plan the house is pro- 
tected, for when passing on applica- 
tions for credit, several forces are at 
work in the credit manager’s mind that 
enable him to reach a decision in ac- 
cordance with our store policy. We 
desire our credit manager to be neither 
too liberal nor too conservative in 
granting credit. In collections we de- 
sire him to be persistent, fair and 
courteous—and to retain customer 
good-will. If the “write off” is too 
great he is penalized; if below the quota 
he is rewarded, but all accounts on the 
books one year must automatically go 
into the “write off.” Credit office ex- 
penses are under control. If under an 
arrangement such as this our credit 
manager receives a bonus, he has earned 
every nickel. In the truest sense we 
do not pay him a bonus, he pays him- 
self. He writes his own check, and am 
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additional check for the firm, because 
he earns more than he receives. 

Consider the credit office as you 
would a regular merchandise depart- 
ment. It is only one step removed, for 
the merchandise is on the books instead 
of on the shelves. It is only half sold, 
and is not completely sold until the 
money is in the till. Com- 


Jan. 1, 1928, Accts. Re- 
ceivable on the books 

Dec. 31, 1928, Charge 
Sales for year. . 


$200,000 


960,000 

1,160,000 

Dec. 31, 1928, Cash re- 
ceived on A/c during 
the year 


Dec. 31, 1928, Accts. Rec. 
Bal. of end of year... . $200,000 


960,000 


pare now the total of your 
Accounts Receivable with 
the inventory at cost in any 
one of your departments and 


Consider the Credit Office As You 
Would a Regular Merchandise 
Department. It Is Only One Step 
Removed, for the Merchandise Is 
On the Books Instead of On the 


see where you have the larg- 
est investment. Some stores 
have Accounts. Receivable 
that are in excess of their 
total inventory. Yet, speak- 
ing generally, department 
managers and buyers often 
receive compensation in ex- 
cess of the compensation paid 
to credit managers. Such a 
condition does not appear to 
be equitable and may be par- 
tially responsible for slow col- 
lection turnover and big 
“write offs.” When stock 
turnover has to be speeded up 
one of two things are usually 
done: (1) the merchandise 
is marked down, or (2) ex- 
tra inducements are held out 
to salespeople and buyers; 
sometimes both mark-downs 
and inducements are needed 
to move the stock, in addi- 
tion to the extra advertis- 
ing. 

The credit manager cannot mark 
down his accounts receivable; it isn’t 
customary. He is not offered induce- 
ments to liquidate his accounts more 
rapidly. He is simply told to speed 
up his collections and has little or noth- 
ing to say in planning the credit and 
merchandising policies. The day is 
coming,—truly it seems a long time 
on the way,—when store managers will 
be eager to apply merchandising prin- 
ciples to their credit offices and just as 
eager to compensate their credit man- 
agers more equitably. 

Let us take some imaginary figures so 
that we may get a better picture of 
how our bonus plan works out: Sup- 
pose for a moment a store had on its 
books Accounts Receivable in the sum 
of $200,000.00, (this is a very mod- 
erate sum these days but it will serve 
our purpose), and that the collection 
turnover equalled exactly 40% each 
month, also that the charge sales ex- 
actly equalled the sum of the collec- 
tions. The figures would be as fol- 
lows 
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Shelves. 


You will observe that the Accounts 
Receivable were turned 4.8 times dur- 
ing the year:—that is $960,000.00 cash 
received — $200,000.00 Accounts Re- 
ceivable = 4.8 times. Perhaps a sur- 
vey of your business would reveal that 
your charge sales were running 5% 
over the previous year, you would then 
set your charge sales quota at say an 
average of $84,000.00 or $85,000.00 a 
month. (The monthly sales fluctuate, 
of course, December being highest.) 

Now let us say, as in the example 
given above, your collections exactly 
equalled 40% and your write-off was, 
say, 1% of the charge sales: Your 
credit manager’s quota would then be: 

Reserve 


Charge for 

Cashon A/C Sales Write 

40% Quota Quota. Off 

$80,000 $85,000 $850 

$2,000 85,000 850 
83,200 


83,920 
84,352 
84,611 
84,767 
84,860 
84,916 
84,950 
84,970 
84,982 


Balances 
- $200,000 
205 ,000 
208,000 
209,800 
210,880 
211,528 
211,917 
212,150 
212,290 
212,374 
212,424 
212,454 


85,000 850 
85,000 850 
85,000 850 
85,000 850 
85,000 850 
85,000 850 
85,000 850 
85,000 850 
85,000 850 
85,000 850 


$2,518,817 $1,007,528 $1,020,000 $10,200 


In the foregoing il- 
lustration of your cred- 
it manager’s quota fig- 
ures it will be observed 
that:-— 

(1) $85,000.00 was set as the average 
monthly quota for charge sales. 

(2) That you had determined on a col- 
lection quota of 40% of the bal- 
ance outstanding at the first of each 
month, 

(3) That an allowance of 1% on the 
monthly charge sales was allowed 
for “write off” for bad debts. 

(The 40% on the balances is figured to 

the nearest dollar, with the result that the 

figures shown are $1.20 more than 40% 

of the grand total balances—40% of $2,- 

518,817 equals $1,007,526.80, not $1,- 

007,528 as shown above.) 


Now let us assume that it was de- 
cided to pay your credit manager: 


(1) 1% om the charge sales that are in 
excess of the quota, and 

(2) 1% on the collections that are in 
excess of 40% of the average monthly 
balances, but which shall be in- 
creased to 2% if the collections equal 
42% of the average monthly bal- 
ances, also 
10% of the 
“write off” 
quota. 
A penalty of 1% shall be imposed on 
the difference in collections should 
they not reach 40%. If collections 
equal only 38% or less, a penalty 
of 2% shall be imposed, chargeable 


against bonus. 
(Continued on page 40) 


“difference” in the 
that is less than the 











Introducing Credit Monthly 
to the Banking Field 
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The inauguration of banking content in this number of CrepiIrT MONTHLY, stop 

which hereafter is to be a regular feature of all issues, marks a vast stride in cons 

the editorial progress of Creprr MONTHLY. There are so many ways in which with 
the banker and commercial credit executive must and should co-operate, that we 

an educational effort of this kind, crystallized in the pages of CReEpIT thin 

MonTHLY, will be welcome as an energizing force in the business structure of orde 

the country. ma} 
















The bank credit executive and the commercial credit executive have many m 
problems in common, and a thorough discussion of these problems in the pages I 
of Crepir MonTHLy will help to bring these two executive groups into closer any 
co-operation and understanding. For example, the subject of Credit Interchange ads 
between banks, and between banks and commercial houses, is one of signifi- ai 
cance and interest, and Crepir MONTHLY’s plan to promote mutual co-opera- of 
tion and understanding in the interchange of credit information between these ‘ai 
two factors will be an accomplishment of great value. There are so many ee 
matters of vital and common interest to both that are open to a more com- o 
plete understanding of the relationship between banker and customer that hit 
there is a real opportunity to do so. I question if there have been presented i 
any series of articles that clearly define the actual relationship between banker os 
and customer and their respective obligations to each other. th 

Field for discussion along lines of mutual interest is so broad that in under- “ 
taking a series of feature articles of pertinent interest to bankers and bank . 
credit executives, Crepir MontTHLy will certainly commend itself most 
forcibly, and I am sure that the banker will welcome the opportunity of finding | _ 
this information in the same magazine that carries other editorial matter on 8 
wholesale, manufacturing, investment, retail and international credit. As . 
President of the Robert Morris Associates, I heartily approve of this new stride ; 


into a force of great value to the bankers and to the credit executives of the 


| 

| 
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] 
in CrepIT MONTHLYy’s expansion program, and I am sure it is going to develop 
country. 


ty hceed | 


President, Robert Morris Associates; Vice-President, i 
Continental Illinois Bank & Trust Co., Chicago 
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Interchange 
of Credit Information 


By G. L. WOOLLEY 
Vice-President, North Carolina Bank and Trust 
Company, Greensboro, North Caroline 


E have all heard the expres- 
sion—‘“‘Could not see the 
forest for the trees’—a 


rather homely saying, but one which 
might well be paraphrased to apply to 
the Interchange of Credit Information, 
for that is so constant that we seldom 
stop to appraise its value, nor do we 
consider what might be our plight 
without it. And yet, it is well that 
we occasionally take inventory of 
things of which we make daily use, in 
order to adjust any malpractices which 
may have crept into being; or, better, 
to make these things still further serve 
our purposes. 

It is hard to visualize in this late day 
any credit man, worthy of the name, 
who would try to operate his depart- 
ment without the stimulating influence 
of outside contact. To do so would 
create an almost insurmountable bar- 
rier, with so many limiting factors as 
to practically make it impossible for 
him to properly analyze his credit 
risks: but, further, it would remove 
such an individual from being part of 
the high profession of Credit Granters, 
and, instead, relegate him to that of a 
mere haphazard extender of credit. 

It is improbable that any such are 
to be found among those who have be- 
gun to peruse an article bearing such 
a title as that above used. Therefore, 
it should not be necessary to present 
to the reader any arguments as to the 


One of the major problems facing banks 
and business today is that of complete, efficient 
and ethical interchange of credit information. 
This is the first of a series of articles to be 
presented by Credit Monthly on credit inter- 
change between the trades, between banks and 
the trade, between banks and between officials 
within a bank. This article is particularly com- 
prehensive, analyzing each of the four classes 


of interchange. 
MAY, 1930 


need and value of the free 


interchange of Credit In- 
formation, since all are 
imbued with that spirit 
which brings about the de- 
sire to co-operate. There- 
fore a consideration of 
that phase of the subject 
will be eliminated and em- 


phasis will be placed on 


the ethical side. Per- 
haps there may be made a 


suggestion or two of some 


views to which the reader 
may not heretofore have 
given thought. 

For present purposes, 
there are four classes into 


which the Interchange of 
Credit Information may 


be divided. The first of 
these—among the trade 
—may be quickly dis- 


posed of. This should, of 


course, fully cover ledger 


experience, together with 


such supplementary information as 
may ‘be available concerning manage- 
ment, financial standing, etc. Such in- 
formation may be obtained either orally 
by the personal investigator, direct by 
mail or, best, through the Credit Ex- 
change Bureau of either the National 
or local Credit Men’s Association. In 
some instances, the special reporting or 
trade agencies may be employed for this 
purpose. In this 
phase, as with all 
others, it must be 
remembered that 
(to quote one of 
the early writers 
on Credit, W. A. 
Prendergast): 
“One of the prin- 
ciples upon which 
Credit Inter- 
change is based is 
that of reci- 
procity; in other 
words, if a man 
contributes to the 


fund of information upon a credit risk, 
he should be entitled to receive some 
information in return for that which 
he has given.” 

Secondly, let us consider the Inter- 
change of information between the 
banks and the trade. It will, no doubt, 
be readily admitted that it is quite es- 
sential for the banker to know whether 
or not the customers to whom he is 
lending are taking full advantage of 
trade discounts (usually a source of 
considerable “Other Income”). Like- 
wise, merchants want to be assured that 
those to whom they sell are in proper 
standing with their bankers, so it is 
only natural that there should be an 
exchange of this information between 
the interested parties. The data given 
should be specific from both sides and 
should cover at least the amount of 
credit or accommodation extended and 
the manner in which maturities are met. 
General impressions of the manage- 
ment, etc., are also desirable. 

One article in the Code of Ethics 
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adopted by the Robert Morris Asso- 
ciates is to the effect that all letters of 
inquiry should set forth the reasons 
therefor. It has been found of material 
psychological benefit in seeking infor- 
mation, for the inquirer to indicate in 
the first letter his own experience. Such 
inquiries seldom fail to get the desired 
response. After original investigations 
have been made, trade checkings should 
ordinarily be restricted to time of 
yearly revision of the Credit files. An 
examination from time fo time of the 
checks of the customers will supply a 
list of names to whom to write. This 
is more desirable than to obtain refer- 
ences (one seldom refers to any but a 
favorable source) and will well 
compensate for the trouble 
taken. 

Inquiries from the trade 
are the source of the greatest 
abuse of the interchange of 
Credit Information. Where a 
customer has given the bank 
as reference, it then becomes 
the duty of the bank to make 
adequate and proper answer; 
but where a mercantile com- 
pany haphazardly picks out 
the name of a bank through 
whom to obtain information 
(and thus save the expense of an 
agency report) very little consideration 
or encouragement should be given. 
Frankly, when such letters are received 
by the bank with which the writer is 
connected, and the subject of the in- 
quiry is not a customer of the bank, a 
notation is put on the face of the in- 
quiry by means of a rubber stamp to 
the effect that the subject of the in- 
quiry maintains no account, that the 
name is not known, and that therefore 
no information can be given. 

There are arguments which may be 
used both pro and con as to the de- 
sirability of using a form letter or 
questionnaire in making inquiries. The 
“Pros” may have it as applies to inter- 
change between the trade, but cer- 
tainly such a procedure can hardly be 
sanctioned for use between trade and 
banks. Direct letters, setting forth 
one’s own experience, bring the best 
results inasmuch as they tend to de- 
velop the giving of other than stereo- 
type information, which, after all, 
is of but little assistance, only specific 
facts and figures being of any real 
value. 

There has been some discussion in 
banking circles as to whether a service 
charge or fee should be levied against 
reports given to the trade; in fact, 
some few firms make it a practice to 





enclose 25c or 50c in stamps with their 
inquiry or send a similar amount on 
receipt of information. Frankly, this 
should not be encouraged. There should 
be a legitimate interchange of Credit 
Information between banks and trade 
on mutual customers, based on a recip- 
rocal service rendered. On the other 
hand, indiscriminate checkings of the 
trade through banks should not only 
be frowned upon and definitely dis- 
couraged, but no effort whatsoever 
should be expended to obtain or give 
any information. 

Much remains to be done to bring 
about a better understanding of this 
phase of the interchange of Credit In- 


\ 


It may be well to recall the adage of the old sage 
who said: “If you have a coin and | have a coin of 
like value, and we exchange, neither has been enriched 
by the transaction; but if you have a thought and | 
have a thought and we exchange, while neither loses, 
we have both doubled our wealth of information.” 


formation. There are weaknesses on 
both sides which, however, should be 
easily dissipated by the realization of 
the interdependence of both banks and 
trade in matters of this kind. Care by 
all in the answering of letters of inquiry 
will best serve in the development to- 
ward this end. 


Interchange Between Banks 


The next class of interchange is one 
of much importance—that between 
banks. This has many varying phases 
and it may be well, at the outset, to 
come to a.common understanding of 
the ethics underlying all interchange of 
Credit Information. As a short cut in 
this direction, I quote excerpts from 
the Code of the Robert Morris Asso- 
ciates. This was adopted after most 
careful consideration of the entire 
membership, which is composed of bank 
credit officers, and may be fully ac- 


cepted as the true gospel of inter- 
change. 


“The first and cardinal principle in credit 
investigation is the sacredness of the re- 
plies. 

Any betrayal of the confidence implied 
when credit information is given brands 
the offender unworthy of consideration or 
confidence. 


Indiscriminate revision of files, when 


there is no real need of information, is 
unnecessary, wasteful and undesirable. 
Every letter of inquiry should indicate 





in some definite and conspicuous mannez 
the object and scope of the inquiry. 

The recipient of a credit inquiry who 
urges his correspondents to make plain the 
object and scope of their investigations, 
fails in his duty if he neglects to read care. 
fully each special letter of inquiry and to 
answer frankly specific questions therein, 

In answering inquiries, it is advisable 
to disclose all material facts bearing on the 
credit of the subject, because full under. 
standing is always necessary and because 
all paper offered should be of the same de 


scription as that held by the borrower’s own 
bank. 


It is not permissible nor the part of good 
faith, in soliciting accounts from a com- 
petitor, to seek information from the com- 
petitor without frankly stating the object 
of the inquiry.” 

In the hope and belief that these highly 
principled precepts are being followed 
by each one of us, nothi 
more is to be said in this re. 
spect. 

There are various reasons 
why banks seek information, 
Let us consider these in order, 

(a) In behalf of the bank's 
customers: checking made of 
either trade or outside banks, 
This is a service which is be. 
coming increasingly impor. 
tant in the bank’s activities, 
In fact, many of the larger 
banks feature this in their ad- 
vertisements as one of the 
services by which they hope to attract 
new business. The scope of the in- 
vestigation to be made for customers 
can be largely measured by the reasons 
of inquiry and the amounts involved, 
as can also the answers thereto. Here, 
too, the letters sent out should definitely 
state the object and scope of the in- 
quiry, as an indication of the type of 
answer desired. 

(b) New Business Inquiries: This 
has been well covered in the Code 
above quoted. Experience will soon 
tell the completeness with which to 
answer such inquiries based on the con- 
fidence in which the inquiring bank is 
held, measured by the fairness with 
which it plays the game. Some start- 
ling examples of malpractices in this 
might be given—likewise some notable 
in their fairness—but these are known 
to all of us and we know how to treat 
each in his own kind. 

(c) Inquiries on Commercial Paper 
names: The amount of paper under 
consideration should be named by the 
inquirer and full information as to 
line granted, maximum and minimum 
use made thereof, balance record, opin- 
ion of management, etc., should be 
given in answer to such inquiries. 

(d) Mutual accounts: Here we 
have the apex of the value of the inter- 

(Continued om page 41) 
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ARBITRATION 


versus 


LITIGATION 


Credit Administration 


BY HON. WILLIAM C. REDFIELD 


President, Brooklyn National Bank 


numbers, are apparently reaching 

the conclusion that “next to war, 
the greatest source of economic waste 
in American business life is needless 
litigation,” a statement contained in a 
publication of the Department of Com- 
merce. In no other way is it possible 
to account for the strengthening public 
sentiment which is being translated 
into the enactment of comprehensive 
arbitration laws and the increased use 
of arbitration clauses in purchase and 
sales orders. Business controversies, as 
a rule, involve only questions of fact, 
and yet, by their volume, congest the 
Court calendars and retard the admin- 
istration of justice, pile up the costs of 
litigation, tie up large sums of money, 
impair credits, destroy friendly trade 
relationships and spread discord 
throughout industry. 

Credit men should welcome this 
method of settling business disputes. 
A case recently settled by arbitration 
illustrates the advantages of this meth- 
od of disposing of commercial disputes, 
from the credit man’s viewpoint. 

A large and important foundry in 
one of the eastern states had at the head 
of one of its plants a man whose in- 
vention for the manufacture of a cer- 
tain type of pipe they were using. As 
this invention was about to expire, the 
inventor was asked to make certain 
modifications in the process of manu- 
facture so that a renewal of the pat- 
ents could be obtained. This was done 
and a plan was worked out whereby 
he was to be paid a certain royalty and 
a percentage of the savings in the cost 
of production resulting from his proc- 
ess, payable in instalments through- 
out the year. A considerable sum of 
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B ns men, in ever-increasing 


© Blank & Stoller 


money was spent in making changes 
in the plant and production was then 
started under the new method. 

Complaints from various parts of the 
country were soon received that the 
piping was unsatisfactory in that the 
guaranteed pressure caused the pipe to 
spread. An investigation revealed the 
fact that, in an effort to cut down the 
costs of production, the head of the 
plant, who had been given carte blanche 
in production, had eliminated a num- 
ber of safeguards used in manufactur- 
ing the product. 

The executive was discharged and 
prepared to sue the company but an 
arbitration was finally arranged, under 
the Rules of the Ameri¢an Arbitration 
Association. The arbitrators selected 
were three well-known New York 
business men and a hearing was held. 
The arbitrators decided that certain 
sums paid by the company to the dis- 
charged executive should be returned 
and disallowed the latter’s claim to fur- 
ther sums under the agreement. 


Avoids Damaging Publicity 


The case, involving several hundred 
thousand dollars, was settled without 
publicity, which would have caused 
great damage to the reputation of the 
company if the fact had become known 
that for a brief period of time it had 
been manufacturing a defective prod- 
uct, even though the defect had been 
corrected. There was no impairment 
of the company’s credit through the 
tying up of assets or a decrease in the 


This is the second article on arbi- 
tration published by CREDIT 
MONTHLY. The first article by 
Felix M. Warburg appeared in 
February. Mr. Redfield, the author 
of this article, was Secretary of 
Commerce in the cabinet of Presi- 
dent Wilson, and is one of the best 
fitted men in the country to write 
on this important subject. 


value of its stock, which would inevit- 
ably have followed-if the facts had be- 
come known. There was no long de- 
lay due to crowded court calendars and 
none of the costs of involved litigation. 


In another case arbitrated recently, 
the two partners in a real estate hold- 
ing corporation _were liquidating the 
business and could not agree upon the 
division of its assets 'nor-ariaccounting 
of rents, disbursements and fees from 
two apartment houses owned by the 
corporation. The case was further 
complicated by the fact that a bank 
which held a mortgage on the proper- 
ties was about to foreclose its mort- 
gage. The parties realized that lengthy 
and costly litigation would result in a 
loss to both of them, and decided to ar- 
bitrate their dispute. The bank was 
approached, and upon being assured 
that the controversy would be submit- 
ted to arbitration, agreed to grant an 
extension of thirty days, thus allow- 
ing ample time for a decision to be 
reached. It required less than that 
time for the arbitrators to render an 

(Continued on page 47) 























= Forecasting, statistical 
analysis, industrial prog- 
ress and depression are 
interpreted in a new way 
for credit executives in 
this article by Charles N. 
Fitts, President of Amer- 
ican Institute of Steel 
Construction, Inc. Mr. 
Fitts also analyzes and dis- 
cusses 

























































































































The illustrations on this and the next page were drawn by Hugh Ferris for the American Institute 
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Prospects for Steel Construction 


misleading because of the ignorance with 

which they are interpreted. Were it not for 
this the reports of the Bureau of the Census would 
be quite adequate as a guide to all persons engaged 
in supplying a market. No better example of this 
can be found than the reports on steel construction 
since the fall of 1929. Business generally showed a 
considerable decline during the last quarter of 1929 
and the first quarter of 1930. But just while the 
lowest production and the lowest sales records were 
being achieved ‘by business generally, the new orders 
and the shipments by the steel constructors of the 
United States showed new records and remarkable 
gains. 


GS mien analyses are not infrequntly 


It is quite obvious to us who are engaged in this 
industry that steel construction does not always 
follow the normal trend of business. There is 
usually a lag of several months, because this is a 
contract business which does not immediately re- 
spond to panics and fears, nor immediately to booms 
and emotions. The bridge builder or the fabricator 
as he was once called (the proper term is steel con- 
structor) is engaged in engineering and contract- 
ing. His shop does not produce en masse, it is im- 
possible to apply the continuous factory principle to 
the business, because each job is distinctive and 
unique. He sells his product before he makes it. 
Consequently the steel constructor does not manu- 
facture for stock and his supplies do not have the 
habit of accumulating during periods of depression. 

The steel constructor purchases supplies of struc- 
tural steel from the mills only against orders he 
actually has in hand for the framing of buildings 
and bridges. His sales to owners are based upon the 
current price of the raw material—structural steel— 
and the cost of fabricating it for the particular job. 
All the sales are against specification and on con- 


CREDIT MONTHLY 





ee a re a re lhlUrre 


nstitute 


tract. For that reason the reported 
yolume of business done by this in- 


‘ dustry will not immediately reflect the 


condition of business generally. 

While it might seem, therefore, that 
the structural steel industry is peculiar- 
ly free of the normal gluts and fam- 
ines of business, that is true only in 
theory. The shops of the steel con- 
structors are usually designed to care 
for a certain amount of business 
monthly. Machinery and staff are 
capable of handling a designated ton- 
nage. In some instances this means 
that the shop is prepared to bid only on 
the smaller construction jobs because 
they involve the smaller tonnage and 
the small shop affords a flexible organi- 
zation just suited to that purpose. On 
the other hand another shop is equipped 
with machinery and men capable of 
handling a much larger tonnage 
monthly. Such a shop under ordinary 
circumstances would bid only on the 
heavy or the large construction jobs re- 
quiring a large organization to carry 
out the contract in ‘good time. 

When business becomes slack, it 
might be expected that these shops— 
varying in size as they do—would go 
out and bid for business of any size. 
In some instances they actually do, and 
frequently to their sorrow. For if a 


big shop gets glutted with a tonnage of 
small jobs and a big contract comes 
into the market, it is precluded from 


bidding thereon. It is therefore to the 
advantage of the big shop to keep its 
shop free of small jobs so as not to 
interfere with the handling of the big 
contracts when they arise. The small 
shop is precluded by its very size from 
even bidding on that business. 

When business becomes extremely 
bad and there is no recovery in sight, 
these normal safeguards are thrown to 
the winds. Then competition be- 
tween the shops of differing sizes be- 
comes actual and a chaotic condition 
results. In order to safeguard the in- 
dustry it is always wise to do every- 
thing possible to prevent any such 
thing happening. Today we are rap- 
idly becoming removed from such an 
eventuality. In 1921 a total of 1,188,- 
600 tons of steel construction was sold 
in the United States. ‘During 1929 the 
business amounted to 3,842,300 tons. 
This great increase represents a con- 
stant and gradual growth. It was 
brought about by no usual method, but 
is the result of a jointed and co-opera- 
tive effort of the industry as a whole. 

Full credit must be given in this 
connection to the American Institute 
of Steel Construction which was cre- 


MAY, 1930 


ated by the steel constructors back in 
1921 as: am agency for’ standardizing 
structural shapes and for defining 
standards of steel construction. Once 
that objective was achieved it was de- 
termined that the Institute should bend 
its efforts toward developing the mar- 
ket for steel construction in bridges 
and building. 
than that, it has developed new mar- 
kets for the material and the services 
of the industry. Steel frame houses, 
trafic viaducts, hydraulic and irriga- 
tion dams, hangars, piling, steel floors 
and other new. developments came in 
for promotion and each has contrib- 
uted additional tonnage and additional 
work to the steel constructor. 


Growth in Steel Construction 


In all of these developments eco- 

nomic conditions have peculiarly fav- 
ored this industry. Of course it has 
been possible to realize the benefits 
more rapidly by virtue of the fact that 
the industry organized and thereby 
created a means of taking advantage 
of these economies earlier than would 
otherwise have been the case. Steel is 
the strongest and the most economical 
building material known toman. When 
propertly designed no 
other material can pro- 
duce a comparable struc- 
ture for the price. This, 
of course, was not always 
known to architects and 
engineers and even today 
not all architects and en- 
gineers have been _per- 
suaded that it is true. 
Little by little, step by 
step, the truth of the mat- 
ter is being established, 
and it is being done more 
rapidly through organized 
propaganda. 

The figures on costs 
are compiled in indices by 
the Department of Com- 
merce and by other com- 
petent agencies. Any rea- 
sonable study of those 
will prove that steel frame 
construction has not ad- 
vanced in cost as rapidly 
as competitive methods of 
building. Furthermore it 
is proven that steel fram- 
ing is the only building 
material that can be used 
in extremely large pro- 
jects. When the spans of 
bridges become very long 
or a building very high, 
it must go up in steel 


It has done much more . 
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for that is the only method of con- 
struction the designer is sure of. 

The rapid growth in the use of auto- 
mobiles and the rapid strides in motor 
transportation, coincident with the in- 
crease in population of the country, 
has brought with it a new demand for 
highways, and those highways demand 
new bridges. Heavy traffic demands 
larger bridges, wider bridges. A steel 
bridge can be easily increased in size, 
reinforced if the traffic become heavier 
than the originally designed load, 
or can be removed and reerected at an- 
other location. That is not true of 
bridges built of other materials. 

And with the speeding up of the nor- 
mal family life, the demand for homes 
has undergone a great change. Apart- 
ments are today far more attractive 
than private houses. An apartment 
can offer more for the money than can 
a house, consequently the tendency has 
been away from residences to apart- 
ments, away from the small building to 
the skyscraper office building. In this 
transition steel phays a predominant 
part. Without steel construction this 
trend would have been impossible. 

We figure therefore that the growth 

(Continued on page 49) 
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In this article on Demolition Insurance and Increased Cost of 
Construction Policies, Clarence T. Hubbard, Author of “Where 


Insurance Leaves Off” shows how insurance helps in 


Rebuilding After the Fire 


T is one thing to insure a building 
and collect in the event of loss for 
the fire damage. It is another 

to have to rebuild the undamaged por- 
tion of the property at a higher cost 
and not collect for this added expense. 
For this purpose demolition insurance 
was invented. As a contribution to 
the protection of credit it is vital, and 
yet rarely is it ever demanded by credit 
managers or bankers. While thousands 
of demolition and “Increased Cost of 
Construction” endorsements appear on 
fire and allied fire insurance policies, 
especially in cities where the custom is 
more or less established, the approving 
of such risks by fire insurance under- 
writers is carried on most selectively. 
The rules applying to the writing of 
such risks vary considerably by states 
owing to the different laws or or- 
dinances controlling the reconstruction 
of buildings. 

Demolition and Increased Cost of 
Construction are not written in a sep- 
arate policy but rather in the form 
of endorsements attached to the ordi- 
nary fire insurance policy. Demoli- 
tion insurance protects a property own- 
er against loss or damage occasioned by 
the enforcement of any state or city 
ordinance which demands that the prop- 
erty owner rebuild his building in keep- 
ing with the demand of city building 
codes—the purpose being to protect 
the owner against the additional finan- 
cial loss resulting after a fire when the 
building has to be reconstructed in 
keeping with adopted building codes. 


There are two distinct coverages: 
(1) demolition, (2) increased cost of 
construction. Under a demolition en- 
dorsement, the recovery is limited to 
the actual cash value of the undestroyed 
sections which are caused to be recon- 
structed. The demolition endorsement 
does not pay for the added cost of con- 
struction in keeping with the later 
building code requirements. In other 
words a frame building, half destroyed 
by fire, and required to be reconstructed 
with brick would represent a claim un- 
der the demolition clause for the cash 
value of the frame portion, undam- 
aged. The damaged portion would be 
a claim under the direct damage fea- 
ture of the fire insurance policy. 

But the “increased cost of construc- 
tion” of the damaged portion of the 
building, due to the enforcement of 
building ordinances can sometimes be 
insured as well as the reconstruction 
cost of the undamaged section which 
must also be rebuilt. This is known as 
“increased cost of construction” or 
“contingent liability.” It is necessary, 
however, to consult a local fire insur- 
ance agent to ascertain if such protec- 
tion is available in a particular locality. 
An additional premium is charged, 
which of course is less for fire resistive 
buildings than for other classes of con- 
struction. 

While the wording of the form of 
insurance varies somewhat by territor- 
ies, it is generally along the following 
lines and is subject, of course, to the 
coinsurance and other provisions of the 





standard fire insurance policy to whi 
it is attached: 









“In consideration of »— additional | 
premium, this company under this policy) 
shall, in case of fire, be liable also for 2 
loss or damage occasioned by the enfon 
ment of any state law or city ordinang 
which necessitates, in rebuilding, the dew 
molition of any portion of the insu 


building not damaged by fire, but not bee 


yond the actual value, prior to the fire) 
of the property subject to such demoljs” 


tion, and not for any expense of greater ; 


cost of reconstruction; provided, that in x 


event shall this company be liable under 


this policy beyond the sum for which it ig) 
issued, and provided, further, that this come 
pany shall be liable only for such propore — 
tion of the loss or damage as the amount 
hereby insured bears to the whole amount 4 
insured thereon, whether such other insure | 
ance contains a similar clause or not.” ¥ 

% 


When the “increased cost of cons 
struction” of the damaged portion ig) 
assumed the endorsement includes: 
wording to this effect: “and this coms 
pany shall also be liable for the addi- 
tional cost of repair or reconstruction, 
due to the enforcement of such law or 
ordinance, or portions of the insured 
premises which have suffered damage,” 

Demolition insurance is sometimes 
called “contingent liability from opera- 
tion of building laws.” In some parts 
of the country the fire insurance com- 
panies will refuse flatly to write demoli- 
tion insurance on any type of building. 
Companies which accept risks base 
their decisions on the construction of 
the building, its location, its age, its 
tenantability, ownership and mainten- 
ance. The age of the building, the 
stringency of the municipal building 
code and the general trend of owner- 
ship (whether it is property held for 
speculation or otherwise) are the de- 
cisive underwriting factors in demoli- 
tion insurance. 


In many ways this form of insurance 
is one of the most important to credit 
protection even though it is hard to 
secure. Naturally it is more difficult 
to procure on old frame buildings thar 
on semi-modern buildings. The ques- 
tion often arises: why can’t a man buy 
“demolition” and “increased cost of 
construction insurance” for an amount 
sufficient to pay him for the cost of 
erecting a new modern building in 
place of his old edifice and then burr 
it up and let the insurance companies 
build his new building? The answer is 
important to credit men—the fire in- 
surance companies will only write 
“demolition” and “increased cost of 
construction insurance” (if at all) im 
amounts mot exceeding the straight fire 
insurance on the building. If a build- 
ing is worth $100,000—not more tham 
$100,000 demolition can be procured. 
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commodity, bought and sold quite as other com- 

modities. For years the human aspect of labor was 
given scant consideration. Today the wage earner is 
recognized as the one great social and economic factor. 
The right to work has appealed to thousands as a sound 
economic principle. It is little wonder that employment 
has become popular as a business index. When the bread 
line takes the place of the pay line grave social and 
economic consequences are feared. 

An increase in employment affects purchasing power, 
directly and positively. If one were to take an average 
wage, multiply it by a million men out of work for a 
period of a few weeks the figures would be appalling. 
There can be no prosperity in a city or country cursed 
by unemployment. Trade, bank deposits and collections 
soon reflect the economic importance of a constant wage 
flow. 

In most parts of the world unemployment has been a 
serious problem for the past two years. In Great Britain, 
Germany, Italy, Austria, Holland, Roumania, Australia 
and Russia unusually large numbers are out of work. 
In March, 1930, Great Britain had 1,622,000 unem- 
ployed, which represented 13.4% of all her industrial 
workers. 

In the United States the chief source of data on em- 
ployment is the Bureau of Labor Statistics, to which 
about 12,000 manufacturing establishments report 
monthly on employment and payrolls. These plants at 
the end of 1929 employed 3,250,000 workers for a total 
wage of about $90,000,000 a week. These reports, give, 
of course, only a sample or cross-section of the whole 
employment situation. 

As to present employment conditions, the Bureau's 
report for March is not favorable. Based on the monthly 
average of 1926 taken as 100, employment in January 
stood at 90.2, lower than any figure reached since the 
Bureau’s compilations were begun in 1923. February 
showed a very slight increase, but March dropped back 
to 89.8, establishing a new low level. 
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= was a time when labor was discussed as a 


Employment 
as a 


Business Index 
By DR. STEPHEN |. MILLER 


In considering unemployment in the United States as 
a business index, the following modifications and con- 
ditions should be observed: 

First: Employment statistics are frequently used for 
political and other propaganda results and should be 
carefully checked. 

Second: Seasonal conditions should always be taken 
into consideration. Even in prosperous times there are 
probably about a million out of work: 

Third: Leading economists believe that while from 
month to month, or over a limited period of a few 
months, the Bureau of Labor Statistics yields a satis- 
factory picture of changes in factory workers’ em- 
ployment or . aggregate earnings, over an extended 
period of several years the Bureau’s index constructed 
from month-to-month changes is open to serious 
question. 

Fourth: The one cheerful note in the present situa- 
tion is sounded by the head of the Federal Em- 
ployment Service, 
who predicts early 
and_ substantial 
increase of em- 
ployment in such 
industries as road 
construction and 
public works. As 
a large part of 
the public con- 
struction outlined 
in President 
Hoover’s confer- 
ence is just 
about to be be- 
gun, there will 
be an increase of 
employment i n 
that direction. 

































































































































































COUNTRY like China with 
A her constant “wars”, political 

intrigue, and other disturb- 
ances, which, if they were to take 
place here, would certainly affect trade 
and increase credit risks considerably, 
can, many will say, hardly be a good 
credit risk. The risks to one’s person 
or pocket which a Chinese “war” en- 
tails are, however, negligible. In fact, 
they are much less serious than a drop 
in the exchange value of China’s silver 
currency, such as recently took place. 
When faced with heavy losses, smaller 
Chinese merchants are sometimes apt 
to repudiate their contracts. This is 
not a result of the standard of com- 
mercial morality among the Chinese 
business class which is, on the whole, 
high not only in China itself, but also 
wherever there are Chinese. Few 
Chinese ever go out of their way de- 
liberately to defraud another, whether 
one of their own countrymen or a for- 
eigner. The business risk in dealing 
with the Chinese is not so much a ques- 
tion of honesty as of the rapid fluctua- 
tion of the market in all merchandise 
(due to a silver currency) and the 
gambling spirit of the Chinese. 

When doing business with the 
Chinese it is, therefore, of first im- 
portance to make sure that one’s cus- 
tomer is buying no more than he can 
conveniently carry. If, moreover, 
one has the feeling that he is taking 
too great chances, no oredit should be 
given, even if this means restriction of 
business. Generally, the serious Chinese 
merchant is one of the keenest buyers 
in the world; he makes doubly sure 
what and from whom he is buying and 
to whom he sells, and the more he hag- 
gles over the price, the sounder is his 
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BY WALTER BUCHLER 
who contributed “Is Japan a 
Good Credit Risk?” to the 
April Credit Monthly. Mr. 
Buchler's experience in the 
Orient provides a strong 
background for his revealing 
analysis of commercial China 
and Chinese character. 


standing and the less the credit risk. 
During recent years there has been 
and still continues to be, a greater ten- 
dency for Chinese to deal direct with 
exporters and manufacturers in this 
country. The matter of credit risk, 
accordingly, deserves serious considera- 
tion. And while there is no reason why 
such direct trading should not be en- 









couraged, it is inadvisable, at least to 
begin with, to tempt the Chinese to 
buy excessively or unwisely, by grant- 
ing easy terms. For the merchant in 
China, whether small or large, who 
wishes to do business direct with a for- 
eign country can and is prepared to 
conform with the usual terms of pay- 
ment customary in the export trade. 
He knows what a letter of credit is, 
and, if his credit is good, he has banking 
facilities in all the large cities of China 
such as Shanghai, Tientsin, Canton, 
Dairen, Harbin, as well as in Hong- 
kong. A merchant’s credit standing is 
not difficult to ascertain, for in China 
it is not the individual that counts but 
the family. Every Chinese is jealous 
of the family’s honor; should a mem- 
ber of his family not pay his debts, ab- 
scond, or act dishonestly in any way, 
the head of the family will, in all prob- 
ability himself pay the debt in order 
to uphold the family’s good name. In 
fact, it used to be the usual thing, and 
still takes place in some parts of China, 
that should a Chinese default and not 
be found, his nearest relative would be 
summoned before the Magistrate, and 
be ordered by him to make amends. If 
he refused, he would be bastinadoed or 
put in prison (or both) till the money 
was forthcoming. 

The “Compradore” system, which is 
still used by the majority of foreign 
firms trading in China, also helps to 
diminish the credit risk when dealing 
with the Chinese. Many of the rich 
Chinese act as Compradores to foreign 
firms and also finance purely Chinese 
undertakings. Some are employed for 
import business, and others for export 
purchases. The principal duty of the 
Compradore is to obtain orders and to 
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guarantee the payment of accounts. 
He is, in other words, the intermediary 
between the foreign merchant in China 
and the Chinese dealer. The Compra- 
dore attending to imported mer- 
chandise engages his own Chinese 
staff. Sometimes, he arranges 

for a substitute to manage the 

office in his absence and divides 

his attention betwen several un- 
dertakings. The “shroffs” are 

the most important members of 

the Compradore’s staff. Their 

task is to obtain orders and col- 

lect accounts, and it is they 

who keep in constant contact 

with buyers and the market 
generally, and are, therefore, 

best able to judge the credit risk 
involved in dealing with each 
individual buyer or prospective 
customer. 

With the increasing direct 
trade and the anxiety of the 
Chinese to buy at the very low- 
est price and eliminate all inter- 
mediaries, the likelihood is for 
the Compradore’s services grad- 
ually to be dispensed with and 
more credit to be given. At present, 
the Compradore generally guaran- 
tees 25 per cent. of the value of ac- 
counts—the amount depending on the 
commission it is mutually agreed upon 
that he shall receive on all transactions 
in return for his services. 

To eliminate the maximum amount 
of credit risk, it is good policy not to 
confine onself to one or two firms in 
China, but to entrust one line of mer- 
chandise to one firm best able to handle 


A water-buffalo turns a primitive 
irrigation paddle pump in a rice 
field on the Grand Canal, while 
smoke rises from the stacks of a 
modern factory in the distance 
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Looking down on the Bund, the 
water-front street and main artery 
of trade of Canton, China 
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it and another to some other house spe- 
cializing in that class of goods. Under 
no circumstances should one appoint or 
limit oneself to one company, no mat- 
ter how strong financially or how large 
its organization, to cover the whole 
territory in China. The market is 
much too large and the credit risk thus 
involved would outweigh ahy conven- 
ience that dealing with one firm pro- 
vides. There are now quite a number 
of both Chinese and foreign firms in 
all the larger cities and ports in China, 
with whom direct business may safetly 
be done. 

Periodical vists to connections out in 
the Far-East are also useful not only in 
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promoting business and making further 
connections among Chinese merchants, 
but also in judging the credit standing 
of present and prospective customers. 

The credit standing of a Chinese 

merchant can usually be ascertained 

from his premises, the staff he 
employs, and his general appear- 
ance and conversation. The 
straightforward Chinese hides 
nothing; he likes to be frank 
and likes others to be frank too. 
He does not exaggerate, and 
when in difficulties will come 
and tell one so, asking for ac- 
commodation to tide him over 
his difficulties. For a Chinese to 
act in this manner does not 
imply that his credit is im- 
paired; on the contrary, any 
assistance he receives carries 
with it—at least in his eyes— 
still greater obligation to pay 
and pay as promptly as he can, 
and he feels himself still more 
indebted to the party helping 
him over his temporary diffi- 
culty. 

Thus, when a payment due 
from a Chinese is not made, one 
should not threaten him by word of 

mouth or ‘by letter, but try to reason 
the matter with him, ascertain the cause 
of his default, and, if possible, affect 
a compromise. Chinese seldom go to 
court with one another, nor is it con- 
sidered etiquette among them to do so, 
for it does more harm to business than 
good to the parties at suit. Any diffi- 
culty, be it a matter of credit or an ad- 
justment in price, can be adjusted in 
China by compromise to the satisfac- 
tion of both parties. 

Contrasting the old type of Chinese - 
and the modern, it is quite obvious that 
the former provides the better credit 
risk. The latter is more acquainted 

(Continued on page 49) 













































































































































































































































































How to Get 





the Money 


By BEN GOODMAN 


Asst. Secretary and Treasurer 
The Lewis Bear Co., Pensacola, Florida 


HERE is an inscription on the pen 
T with which the Kellogg Peace 

Pact was signed, that changes the 
well known Latin proverb “Si vis 
pacem, para bellum,” so that it reads, 
“If you wish for peace, prepare for 
peace.” 

The only way to have perfect peace 
in the credit department, is to have the 
accounts paid up so that the amount 
outstanding is at a minimum. This 
would be the credit man’s Utopia, and 
incidentally, it would mean that the 
sales were maximum, for there is noth- 
ing that tends to increase sales as much 
as paid up accounts. 

We can therefore, make a change in 
another well-known sentence, so that 
it will read: “Now is the time for all 
good credit men to come to the aid of 
their customers.” If we credit men 
actually do this, it will help materially 
to turn the wheels of business progres- 
sively and profitably. 

In my article “Put Teeth in Chain 
Competition” (published in the March 
issue of Crepir MontTHLy) I stated 
that a number of merchants have 
actually thanked us for tightening up 
on their credit, because it made them 
carefully scrutinize the credit they 
they were extending to their customers. 

These words of thanks along with 
the fight that is being waged against 
the Chains, brought the idea of 
the immediate necessity of an 
organization among the retail 
grocers, an organization that 
would aid the wholesale grocer 
to collect his accounts, and at 


the same time aid the retail merchant 
to not only collect from his customers, 
but to choose his credit customers 
wisely and to be in a better position to 
combat the competing Chains. 

To give credit where credit is due, 
it was a representative of Mr. W. K. 
Henderson’s organization who aided in 
getting the idea to rolling in this city, 
when he came to solicit memberships 
in the M. M. M. (Merchants Minute 
Men), now so well known over the 
country. The idea got under way, and 
like a rolling snowball gathers snow, 
the idea gathered enthusiasm and mo- 
mentum as it went from one man to 
another. The spark was fanned by the 
credit men of the various wholesale 
houses and the spark burst into flame 
at a mass meeting of all independent 
grocery merchants, called for the pur- 
pose of discussing the formation of an 
organization to safeguard their inter- 
ests, and incidentally, the interests of 
the wholesale grocers, who, as a matter 
of fact in almost every locality, really 
own through their book accounts, the 
vast majority of independent retail 
grocery stores. 

Like all organizations in their early 
stages, a temporary chairman was elected 
at the first meeting and the proposition 
as outlined by him was enthusiastically 
received. The chairman not only told 


Now is the time for all good credit men 
to come to the aid of their customers. 





@ if the wholesaler gets his 
money, he must help the retailer 
get his, and at the same time 
co-operate with the retailer and 
help him choose his credit cus. 
tomers wisely. 


them they were organizing to combat 
the Chains by urging the members to 
adopt the more efficient merchandising 
ideas brought into existence by the 
chain stores, but that they were organ- 
izing to systematically control the ex- 
tension of credit to the consumer. The 
idea, he explained, was not new by any 
means, but it was new to the average 
retail grocer. Not that he had never 
been invited to become a member of 
a retail credit organization—but he had 
never before deemed such a thing neces. 
sary for a grocer. The chairman, un- 
der the guidance of a credit man from 
one of the wholesale grocery houses, 
went on to explain that there was at 
present the greatest need for such an 
organization among the retail grocers, 
because there were any number of con- 
sumers who were being credited by the 
grocer, who could not go to a depart- 
ment store, milliner’s, dress shop or a 
toggery shop and secure one penny of 
credit unless they left the article pur- 
chased in the store until it was paid 
for. 

After the first meeting there were 
still some grocers who were skeptical 
about the organization. This was 
where the credit man did some real 
work. By virtue of his knowledge of 
business conditions in general, the 
credit man convinced the skeptics in a 
heart-to-heart talk. The credit man 
asked the skeptical grocer how much he 
had lost in bad accounts the previous 
year. The answer was generally more 
than the credit man expected to hear. 
It was easy to make the grocer visualize 
the amount in ten-dollar bills and then 
realize how much merchandise he had 
to sell to make, in profit, the amount 
he had lost. The credit men proved to 
the skeptics that prompt collections 
from worthy credit customers, 
would put them in a position to 
pay their bills promptly and se- 
cure the discounts to which 
they were entitled, or at least, 

(Continued on page 50) 
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Sales quotas and high 
pressure selling bring 
more problems to the 
credit executive than 
any other single factor. 
In the article below, one 
of America’s most ac- 
complished salesmen 
gives his views on this 
subject. 
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Sales Quotas 
and 


High ee Selling 


BY R. H. GRANT 


Vice-President, General Motors Corporation 


automobile industry had followed a 
passive course it could never have played 
so important a role in contributing to 
American industrial prosperity. 

The phrase “consumer demand” has 
little more than an academic meaning 
except as applied to such fundamental 
physiological necessities as food, shelter 
and clothing in their most simple and 
elementary forms. When we get be- 
yond that, we must inevitably recog- 
nize the necessity for sales pressure of 
varying degrees. In fact, to assume 
any different stand is to attack the en- 
tire scheme of modern industry and our 
existing ideas of progress, cultural ad- 
vancement, higher standards of living, 
and civilization itself. To be sure, 
many retail merchants in various lines 
have suffered heavy financial losses as 
a result of having had merchandise 
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exe the Sales Quota. Much of 

The what has been said is unfortunately 

any true. The evil, however, is not in the 

rage sales quota principle, but in the erron- 

ever eous application of the principle. 

r of The term Sales Quota means (or at 
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y of The aggressive marketing practices 

pur- of the industry have frequently led to 

paid the forcing of cars beyond the bounds 
of sound economics and it seems ob- 

vere vious that this is against the best in- 

tical terest of the manufacturer as well as 

was the dealer, for while 

real the dealer may be 

> of penalized more 

the acutely and more 

in a quickly, the manu- 

man facturer is inviting 
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ious territory and the 

nore expense of reorgan- 
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lize down the stigma as- 
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Richard H. Grant was re- 
cently promoted from head 
salesman of Chevrolet to head 
salesman of all General Mo- 
tors products. His first sales 
experience was with the Na- 
tional Cash Register Company 
under John H. Patterson. 
From selling Delco-Light farm 
installations, Frigidaires and 
Chevrolets, he has advanced 
to the executive leadérship of 
General Motors sales, service 
and advertising. There is no 
sales executive in the country 
better qualified to discuss 
sales quotas and high pressure 
selling for the executive read- 
ers of Credit Monthly. 





forced upon them, and the automobile 
business is no exception. 

Of course, it may be argued on the 
other side of the question that many 
dealers operating big and profitable 
business would have never gotten be- 
yond the shoestring stage had it not 
been for the manufacturers’ insistence 
on an aggressive and intensive sales 
policy. But the time has come when 
the far-sighted manufacturer can ill 
afford to find consolation in the more 
favorable aspects of the case. 

Any dealership which does not make 
money is a danger point threatening the 
future security of the manufacturer 
whose line the dealer represents. 

But the remedy is not to be found in 
the abandonment of the sales quota nor 
in the adoption of a less aggressive sales 
policy. The difficulty lies, not in the 
principle, but in a 
misapplication of the 
principle, due to a 
lack of facts or a 
lack of far-sighted- 
ness or both. 

The automobile 
industry is thirty 
years old, but from 
a standpoint of mer- 
chant - management, 
it is still in its 
swaddling clo thes 
and incidentally the 
same can be said of 
many far older in- 
dustries. 

Knowing as I do 
the things that are 
going on in the 
minds of our big- 
(Cont. on page 51) 
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Nation- Wide Collection and Sales Condition; 


WHAT THEY ARE AT PRESENT 









THE OUTLOOK FOR THE NEAR FUTURE 


REDIT MONTHLY offers its 
C second monthly survey of Col- 

lections and Sales Conditions. 
This survey is based upon reports from 
cities throughout the country that are 
trade centers for their surrounding 
areas. The reports are the results of the 
daily experience of the leading whole- 
saling and manufacturing concerns op- 
erating from these trading centers. The 
two questions “Are people buying?” and 
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@ This is the second monthly report 

of Collection Conditions and Sales 

Conditions to be assembled and pub- 
lished by Credit Monthly. 


“Are they paying?”, are perhaps the 
most direct and immediate reflection of 
daily business conditions in the country. 

These reports have been tabulated so 
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The May Crepir MONTHLY survey 
of Collections and Sales covers eighty- 
five trading centers and shows several 
changes since the April survey. Los 
Angeles, which reported “Fair” for Col- 
lections in March, reports “Good” for 
April, and their Sales have increased 
from “Slow” to “Fair.”’. Collections in 
Oakland, California, were “Slow” for 
March, but are “Fair” for April; re- 
ports from Denver show an increase in 
Sales, from ‘‘Fair” to “Good.” Business 
there has been slow, but is looking 
much better. Waterbury, Connecticut, 
reports an improvement in collections 
over March but more because of seasonal 
reasons than because of wage conditions. 
Sales are very slow, largely due to the 
wage conditions in the Waterbury 
manufactories. Macon, Georgia, shows 
an improvement over last month’s re- 
port, from “Slow” to “Fair”, both in 
collections and sales. Collections in 
Rockford, Illinois, show considerable 
improvement over last month’s report 
going from “Slow” to “Fair”. 

In Indianapolis, sales have improved 
from “Slow” to “Fair”. Des Moines, 
Iowa, shows a decrease in sales, the 
report going from “Fair” to “Slow”. 


Waterloo, Iowa, reports that sales 
are good, thus improving last 
month’s report of “Fair”. New Or- 


leans, Louisiana, which last month re- 
ported “Fair” for collections, this 
month reports collections as “Slow”. In 
Springfield, Massachusetts, collections 
have fallen off and the report this month 
is “Fair”, whereas the report for April 
was “Good”. Sales in Jacksonville, 
Michigan, are reported as “Slow” which 
is a falling off from the sales of last 
month, which were reported as “Fair”. 
In Duluth, both collections and sales 
have fallen off from “Fair” to “Slow”. 
The Secretary of the local Association 
says that both sales and collections are 
below the levels of last year. He gives 
as reason for the depression that last fall 
the farmers expected monetary relief 
and spent all they had although the re- 
lief did not come through. The Farm 
Board has been in and out of the mar- 
ket twice, creating an uncertain situa- 
tion, and the farmers do not know 
whether to put in crops or not. Dairy 
products have fallen off in price and 
business is generally at a standstill. 
Albany’s sales have climbed from 
“Fair” to “Good”. Price prospects are 
“Fair” and volume prospects “Good”. 
Cleveland and Columbus, Ohio, report 
an improvement in collections from 
“Slow” to “Fair”. In Allentown, Penn- 


COMMENTS ON COLLECTIONS AND SALES CONDITIONS 


sylvania, collections have gone from 
“Fair” to “Slow” and the reason given 
is that manufacturing, quarrying, and 
mining are far below normal in produc- 
tion with a consequent reaction on the 
retailer. In Reading, Pennsylvania, sales 
show an improvement over last month, 
the report for April being ‘Good’. 
Providence’s collections have decreased 
from “Fair” to “Slow”, but builders, 
hardware merchants and groceries re- 
port that collections are “Fair”. 

In Memphis, Tennessee, collections 
have gone from “Fair” to very “Slow”. 
In Dallas, collections and sales are re- 
ported as “Fair”, making an improve- 
ment over the report of last month. The 
local secretary believes that reports on 
collections depend on the line handled 
and individual collection ability. Lynch- 
burg, Virginia, collections have im- 
proved from “Slow” to “Fair” and col- 
lections for April, 1930, are about as 
they were for the same month last year. 
Sales are reported as “‘not so good” as 
at the same time last year, but showing 
some slight improvement over last 
month. 

In Norfolk, both collections and sales 
show an improvement over last month, 
both being reported as “Fair”. The mod- 
erate improvement for April is a result 
of spring planting and the release of 
some farm loans. Roanoke reports “Fair” 
for sales which is an improvement over 
last month. 

The Bellingham, Washington, Asso- 
ciation reports an improvement in col- 
lections and sales characterizing them as 
“Fair”. There has been a noticeable im- 
provement in both during the past 
month. The report of “Fair” for con- 
ditions of sales in Fond du Lac, Wiscon- 
sin, is an improvement over last month’s 
report. The Easter trade was good and 
conditions for the future are optimistic. 
Collections in Milwaukee made a change 
for the better and are reported as 
“Good”. Business conditions are im- 
proving greatly. 


Summaries by States 


ARKANSAS: Little Rock reports 
that collections for the past two weeks, 
especially in the automobile lines, have 
been very “Slow”. Credit extension is 
being limited and credit is tightening 
up all along the line. 

COLORADO: The tone in collec- 
tions is reported stronger and sales are 
gradually improving. 

INDIANAPOLIS: Southern  In- 
dianapolis reports a slight improvement 


























in collections and sales during the} 
30 days. Fort Wayne reports thagy 
improvement in sales would be nog 
if wholesalers and manufacturers w 
extend longer term credits. 
IOWA: Collections are better that 
for the preceding six months. The ya 
ume of collections may be smaller 
that of the same period last year 
the ratio of collections to sales is gre 
All lines of jobbing report a fallings 
in sales for the first quarter of the 
due to general business conditions, 
cal weather and crop conditions ares 
cellent. Rainfall has been abundant: 
beneficial to all small grain crops, 
KENTUCKY: Some slight impr 
ment has been noted in the last ¢ 
weeks in collections and sales. ' 
MASSACHUSETTS: Sales are ge 
erally reported as “Slow”, especi: 
the textile, shoe, fire-arm, radio am 
automobile lines. Retail distribution 
fair. 
MICHIGAN: Sales all over Mie 
gan are reported as under normal. 
employment is quite general, since tl 
automotive industry is somewhat inace 
tive. Inventories are low and small 
quantity buying is the order of the day. 
















































Fromtis py 
MINNEAPOLIS: The unsettled con- 
dition in agriculture is reflected in com- Coun 
mercial collections and sales. There has 
been an improvement in sales in some 
lines due to seasonal demands. Sales in 
electrical goods continue to be good and 
hardware sales are improving. teent 
MISSOURI: Failures have been } riod 


heavy but the outlook for the next two | art 


months is bright. There has been an | Midc 
improvement in sales during the last | ing : 
month. of p 

NEBRASKA: Collections are inclined | whic 


to be spotty but the general level is T 


“Fair”. As regards sales, some lines ree | intl 
port improvement, others are holding | Age 
their own. There has been a slight fall- | wan 
ing off in the building industry. asce 

NEW YORK: Collections and sales | Ren 
are generally reported as “Fair”. The } of t 
general opinion is that credit and col | ing 
lection conditions will have to be plea 
watched more closely than usual. deli 


OHIO: Sales and collections range mai 
from “Slow” to “Fair”. There has been me: 


an improvement in sales in the auto int 
motive and steel lines. A 

PENNSYLVANIA: The general av- we 
erage of collections and sales is ‘Slow’, san 
Johnstown reports an increase in bank- of 


ruptcies during March and April in Wi 
Cambria County. The large industries ve 
are far below normal in production and an 

(Continued. on page 52) fir 
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Count Philip Edward Fugger, one of a long line of 


famous bankers 


HE Renaissance, or re-birth, is the 
T= that historians have given 

the fourteenth, fifteenth and six- 
teenth centuries in Europe, for this pe- 
riod witnessed a rebirth of culture and 
art which had been dormant in the 
Middle Ages. This quickening of learn- 
ing and the arts produced masterpieces 
of painting, architecture and literature, 
which are still the glory of Europe. 

The Renaissance meant a transition 
in the life of the people. In the Middle 
Ages, life had been simple and material 
wants few, due to the influence of the 
ascetic Church. The men of the 
Renaissance threw off the spiritual yoke 
of the Church. They paid an increas- 
ing amount of attention to physical 
pleasure, to luxury, to the intellectual 
delights of learning and the arts. The 
man of simple desires easily finds the 
means of satisfying them, and has little 
interest in the accumulation of money. 
A man whose desires are expanding, as 
were those of the men of the Renais- 
sance period, finds the money question 
of paramount importance. Parallel 
with the intellectual movement de- 
veloped a new appreciation of money 
and the business of handling money or 
finance. 
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Frontispiece of the “Fugger News-Letters’’ edited by Victor von Klarwill, 
Putnam’s Sons. 


This expansion of de- 
sires and a consequent 
awakened interest in 
money was strongest in 
the highest stratum of 
Renaissance society, the 
ruling or noble class. 
This group, which in 
the period preceding 
the Renaissance had 
been content to live a secluded life in 
their feudal castles now developed into 
patrons of the arts, builders of fine 
dwellings, mighty generals waging 
almost continuous warfare, with a 
coveted bit of land as the prize. 

For all these activities, the princes 
needed money in large quantities. Na- 
tional finance with its regular revenues 
obtained from taxes, and its systematic 
budgetting of expenses was unknown at 
this period. Ruling powers resorted to 
such expedients as coining underweight 
money, selling crown lands or govern- 
ment offices to get money for their 
projects. When these methods failed 
to bring in large enough returns, they 
began to borrow money from individ- 
uals who had accumulated capital, giv- 
ing as security mortgages on their 
property, their mineral lands, or their 
anticipated revenues from taxation. 
There grew*up during the Renaissance 
a class of bankers who made a business 
of lending money to ruling powers. 
They were the money-bags of the Re- 
naissance governments, providing the 
capital for wars, religious crusades, 
elections, etc. The nobles were very 
poor credit risks and their promises to 
pay unreliable, but the securities which 





Financing 


BY FRANCES MICHAELSON 


an 


Emperor 


The Fugger banking firm, one of 
the money powers of the Six- 
teenth Century helped Emperor 
Maximilien make history. 


fell into the hands of the lenders when 
their debtors failed to pay up, more 
than recompensed them for the risks 
they ran. 

The most famous of these state 
bankers was the Fugger firm in Ger- 
many, a banking dynasty which rose 
from humble beginnings to a position of 
the highest importance. In 1367, Hans 
Fugger was a master weaver in Augs- 
burg who accumulated a tidy sum of 
money which he passed on to his sons. 
By the middle of the sixteenth century, 
the Fugger banking firm was so im- 
portant that Martin Luther, the re- 
ligious reformer, singled them out for 
especial condemnation in a sermon 
against capitalists and extortioners, in 
which he said that it was high time “to 
put a bit in the mouth of the holy 
company of the Fuggers.” 

The Fuggers made the switch from 
trade to finance in the middle of the 
fifteenth century when the center of 
the spice trade with the East shifted 
from Venice to Antwerp and Lisbon. 
With Venice as the importing center, 
German merchants had been in a fav- 
ored geographical position to act as 
distributors for Eastern products to 
other parts of Europe. With the shift 
in the trade center, they were no longer 
on the Great Trade Routes, and their 
trade in Eastern products fell off. 

Jakob Fugger, grandson of the mas- 
ter-weaver Hans, laid the foundations 
of the Fugger banking house. In 1473, 
he made his first connection with bor- 
rowing royalty. The Austrian Em- 
peror needed money to outfit himself 
and his suite for the marriage of his 
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son. Fugger capital provided the 
splendour of that marriage procession. 

Jakob Fugger soon got into much 
bigger deals. He lent money to the 
Duke of Tyrol, ruler of a land rich in 
silver and copper, and received as se- 
curity a mortgage on the Duke’s mines. 
When the debt fell due and no pay- 
ment was forthcoming, all the silver 
produced in the mines was paid over to 
the Fugger firm until the indebtedness 
was wiped out. 

When Emperor Maximilien took 
over the duchy of Tyrol, in the course 
of one of his wars, he took over the 
Fuggers as state bankers. He borrowed 
large sums, and gave as security mort- 
gages on crown lands, which eventually 
fell into the hands of the Fuggers, be- 
cause the Emperor had no means of 
meeting his obligations. 

The Fuggers were called upon to 
back the Emperor in many schemes, 
even his insane project of making him- 
self Pope, which fell through. They 
helped him realize one ambition which 
was very dear to him: that of having his 
grandson Charles elected as his successor. 

The office of Emperor was filled by 
the votes of the Electoral Princes of the 
German Empire-of the Renaissance. In 
1519, two candidates were up for elec- 
tion: the above-mentioned Charles and 
Francis, king of France. 

Emperor Maximilien resorted to the 
political trick of buying votes. With 
the aid of the Fugger money, he suc- 
ceeded in bribing enough of the elec- 
tors to give his grandson the election. 
The other candidate tried the same tac- 
tics, but he did not have money enough, 
nor was he able to borrow any from 
the Fuggers, who had only enough 
money to satisfy one royal borrower. 
After Charles was elected, the Fuggers 
had a great deal of trouble in getting 
back their money, and wrote many a 
collection letter to the Emperor in 
which they reminded him in plain lan- 
guage to whom he owed his crown. 
Charles V, the new Emperor, main- 
tained the relationship that his grand- 
father had established, and made fre- 
quent demands on the Fuggers for 
money to carry on his wars with his 
neighbor and, since the election, his 
enemy, Francis of France. 

With the death of Jakob Fugger, in 
1526, the most profitable period in the 
business of the Fugger firm came to 
close. From 1511 to 1527, the firm 
had made 927 per cent. profit, or an 
average of 54.5 per cent. a year. 

From 1526 to 1560, the leadership 
of the firm was in the hands of a 
nephew of Jakob, Anton Fugger. He 






was a good business man, but the ever- 
increasing demands of the Emperor and 
his son for funds to wage war were 
proving too great a drain on the re- 
sources of the firm. They themselves 
were forced to borrow large sums to 
advance to their royal clients. Charles 
V became involved in a series of re- 
ligious wars against the Protestants to- 
ward the middle of the sixteenth cen- 
tury which squeezed the Fuggers dry 
of funds. In addition, they were har- 
assed by the leaders of the Protestant 
party who also demanded money. They 
could not support two parties at the 
same time, so they very diplomatically 
refused the Protestant League. 

By 1560, they were in a precarious 
situation. They had many bad debts 
on their books, and they owed a great 
deal of money. Anton’s heirs tried to 
wind up the business, but Charles pre- 
vented this, and continually made de- 
mands for more money. 

The firm was further weakened by 
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the retirement of several of the ' 
and the consequent withdrawal of 
ital. Up to 1600, the Fugger firm mgq. 
aged to hold its own, but they way 
weakened by each successive bagh 
ruptcy indulged in at frequent interysk 
by the Emperor, in the course of which 
he would repudiate a portion of }iy 
debts. By 1650, all that remained 
the Fugger family was some landej 
property heavily mortgaged. 

The Fugger firm and the group of 
bankers which it represented filled a 
important place in Renaissance govern. 
ment which was run on the principk 
that the prince is the state, and th 
prince’s purse and the state’s purse ar 
one and the same thing. Wherever 
democratic government has developed, 
with its scientific administration of 
public finances, the function of the 
state banker has been curtailed. The 
Fugger firm died a natural death be 
fore changing conditions had a chance 
to kill it off. 
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Light in weight —easy to 
carry from desk to desk 


Adding-subtracting machine illus- 
trated, $175, delivered U. S. A.; $205 
in Canada. Other electrics as low as 
$130; hand models as low as $80. 


Burroughs now adds a complete line of electrically 
operated Portables to its present popular line 
of hand operated Portables. 


An electric motor, built directly into the mecha- 
nism, provides the greater speed and ease of elec- 
trical operation without sacrificing any of the 
compactness that makes Burroughs Portable 
Machines so convenient for desk and counter use. 


For a demonstration of an Electric Portable—or 


any other Portable—call the local Burroughs 
office or write to— 


BURROUGHS ADDING MACHINE COMPANY 
6185 Second Boulevard, Detroit, Michigan 


When you get a Burroughs please mention Credit Monthly 
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Sports Liability Insurance 


This is a new line that may be of in- 
terest to the credit executive. The 
Sports Liability policy is very broad in 
its coverage. It is designed to protect 
the assured against loss from the liability 
imposed by law upon the assured for 
damages on account of bodily injuries, 
including death resulting therefrom, 
sustained by any person or persons, ex- 
cepting the assured, as the result of ac- 
cidents caused by the assured in playing 
or in practicing at any game of base- 
ball, basketball, football, hockey, polo, 
tennis or any other similar athletic 
games or exercises indulged in by the 
assured for recreation or amusement. 
There are certain exclusions to this pol- 
icy that can be readily explained by your 
agent or broker. The cost of a policy of 
this kind is very nominal. There are 
many cases, and most of them not un- 
usual, where a policy of this kind is wise. 
With a growing trend for sports among 
business men you may find it advisable 
to familiarize yourself with this pro- 
tection and its value as credit reinforce- 
ment among your debtor merchants. 


Flood Insurance 


Floods are looked upon as one of 
those haphazard phenomena that are so 
uncertain that they do not merit seri- 
ous insurance consideration. Yet credit 
executives throughout the nation can at- 
test to thousands and thousands of dol- 
lars lost each year because of floods. 
The Department of Commerce has 
pointed out the deplorable conditions 
existing in many sections of the coun- 
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try because of the lack of proper pro- 
tection. Man with all of his remark- 
able engineering achievements can not 
definitely guarantee protection from the 
wrath of nature, but the engineer of 
risks, the insurance man, can provide 
protection in case a catastrophe de- 
scends upon a community. 

Insurance companies have found it 
difficult to write flood insurance be- 
cause property owners demand it when 
the danger is great but do not retain 
it when the apparent danger has passed. 
Flood insurance is necessary to the eco- 
nomic soundness of our country and real 
effort should be expended in making the 
public “‘flood-insurance minded” so that 
insurance companies will be able to pro- 
mote this type of coverage. 


Casualty Insurance Company Stock 
As an Investment 


The April issue of Creprr MONTHLY 
discussed fire insurance stocks as an in- 
vestment. Credit executives who make 
the investments for their companies will 
also be interested in the investment 
background of casualty insurance 
stocks. There has been an increasing 
demand for casualty insurance stocks 
during the past few years. This can be 
attributed to a standardization of the 
investments of the casualty insurance 
companies and the care with which the 
financial force of these companies must 
be administered. 

Casualty insurance companies are also 
required to file exhaustive annual state- 


CE DIGES 


As the credit executive is in closer contact wih 
the insurance field than any other business 
excepting the insurance man himself, the Ing 
ance Digest has been inaugurated to fill | 
need of the credit fraternity for insurance new 
and information. 










ments and are closely supervised by the 
insurance departments of the variow 
states in which they operate and are im 
corporated. 

Approximately 80 per cent. of the im 
vestments of casualty insurance com- 
panies are in the highest grade securities 
which have an extremely marketable 
quality. 

The same thing is true of casualty 
company stocks as of insurance stocks as 
far as their investment values are con- 
cerned. Particularly during the last five 
years*has the trend of insurance com- 
pany investments grown stronger, um 
til a very productive field has opened for 
investment in insurance stocks. 

Credit executives who are particular- 
ly interested in the investment back- 
ground for insurance stocks might well 
consult Best’s Insurance News, published 
by the Alfred M. Best Co., Inc., 75 
Fulton St., New York City. 





Investment Possibilities of Fire 
Insurance Companies 

By Ralph B. Ives, President, 
Aetna Insurance Company 


In order to keep pace with the rapid 
development of the country, fire in- 
surance companies must be larger and 
better financed. This is the opinion of 
Ralph B. Ives, President of the Atm 
Insurance Company of Hartford, 
Conn., expressed in an address before @ 
gathering of bankers, merchants, mant 
facturers and insurance special agents 
at Oskkosh, Wis., recently. He pointed 
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Every Manufacturing Plant 
is in the Shadow of 


Twenty-six Hazards 


Only by multiple coverage can the mauufacturer properly insure 
his plant, his profits and the investment of his stockholders. 


One uninsured, or underinsured loss by fire, windstorm, prop- 
erty damage, holdup, public liability or any of the other twenty- 
one hazards which hover constantly over a manufacturing plant 


can change a profitable year into an unprofitable one in less time 
than it takes to tell it. 


And one such loss can raise bitter criticism against the judgment 
and the ability of the management. 


But the best management in the world cannot foretell when, nor 
from which hazard the loss may come. That is why insurance is 
a necessary plant expense, and why every manufacturer—big or 
little—needs all of the coverages listed here to maintain his own 
position, keep his organization intact, protect the investment of 
his stockholders, and continue his business as a going concern. 


Aircraft 
Property Damage 
Parcel Post 
Registered Mail 
Riot & Civil 
Commotion 
Plate Glass 
Safe Burglary and 
Payroll Robbery 
Hold Up 
Elevator Liability 
Fidelity Bonds 
O. L. & T. Public 
Liabili 
Workmen's 
Compensation 


The Glens Falls Group Writes Them All 


REMEMBER THIS: You are not properly insured unless you are fully insured. 


CASUALTY COMPANY 
Glens Falls, New York, 


NEW YORK BRANCH OFFICE 
84 William Street 354 Pine Street 


CHICAGO BRANCH OFFICE 
175 West Jackson Boulevard 


MAY, 1930 


When you buy a Glens Falls Insurance Policy please mention Credit Monthly 
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out that business expansion has been so 
great in the past that insurance com- 
panies have been hard put to carry the 
load. With ever increasing expenses 
and steadily decreasing rates they are 
now faced with the problem of what 
to do to meet the economic needs of 
the future. It is essential that they be 
able to meet any contingency, that they 
be strong enough to withstand the 
heaviest shock a conflagration might in- 
flict upon them. To arrive at such a 
position of stability Mr. Ives believes 
that many present companies should 
merge, thus creating in their various 
groupings impregnable bulwarks against 
financial disaster attendant upon fire. 

Fire insurance is the basis of our 
present day credit system. It is, there- 
fore, vital that business men know 
more about it, Mr. Ives contends. “I 
am glad to say that the banker is to- 
day growing more interested in the 
subject of insurance, because the very 
stability of his bank depends upon the 
support it gets from the fire insurance 
companies,” he said. “Consequently, 
they really are or should be much more 
interested in the character of the in- 
surance companies than the insurance 
company is in the bank.” 

In explaining how to read intelli- 
gently the financial statement of a fire 
insurance company, Mr. Ives laid par- 
ticular emphasis upon its surplus and 
reserve. “When you look at the state- 
ment of a fire insurance company, look 
at two things,” he said. “You need not 
spend much time over its capital. That 
will always be right, for state super- 
vision keeps it so. But look carefully 
at its surplus and at its unearned prem- 
ium or reinsurance reserve and notice 
how much business it does and how 
long it has been operating. You can 
judge immediately whether it is a com- 
pany whose policy you want to have 
tucked away in your safe to protect 
your own property.” 

He showed the difficulty a new com- 
pany encounters when it begins busi- 
ness, going, incidentally, into the me- 
thod by which reserves are built up. 
Naturally, stockholders are asked to 
pay in a surplus equal to the capital 
with which to finance operations until 
such time as the volume of business 
permits independent support. State 
laws require a fixed percentage of the 
individual premium to be set aside for 
a reserve fund, thus making it neces- 
sary to dig deeply into the company’s 
surplus to pay expenses. As soon as 
the first surplus subscribed is exhausted 
it of course becomes necessary to ob- 
tain more. The process is indefinite 


and with heavy competition and stead- 
ily increasing expenses, it is not hard 
to account for the high mortality 
among new insurance companies which 
are not properly financed. “They can 
make the grade on the basis of annual 
premiums, but if they write three and 
five year policies, as they will have to 
do, it just can’t be done,” Mr. Ives said. 
“In the last twenty years only one small 
company has succeeded without the 
backing of other large insurance com- 
panies and what is the reason: It had 
one of the richest men in the United 
States supporting it. This is the only 
company that has made the grade.” 

Mr. Ives said it is not to be con- 
strued from his remarks that he looked 
with disfavor upon the establishment 
of more insurance companies. There 
should be more companies, but they 
must be strong. “The’expansion of this 
country has been so great that the in- 
surance companies have not been large 
enough to carry the load, so we need 
more and larger companies,” he said. 
He was particularly emphatic, however, 
in expressing the belief that they must 
be operated upon such a firm basis that 
no contingency can shake their sta- 
bility. He thinks the only way for 
groups of the companies doing busi- 
ness today to increase their strength is 
to merge. “Companies have to join to- 
gether to reduce costs. If four or five 
companies can be operated at the ex- 
pense of one, this should be brought 
about, for it is more in the interests of 
every stockholder and every buyer of 
insurance than it is to the company 
itself . . . . Insurance companies have 
got to be larger. They have got to 
have more capital. They must have 
more surplus. They really must grow 
as large as the biggest bank, and they 
must be so strong that they are con- 
flagration proof.” 


Hazardous Questions 


The following are a series of seven 
pertinent questions that it might be 
well for every ~redit executive to ask 
himself. It is also important that his 
debtor merchant should ask himself 
these questions, and make sure that the 
coverage is adequate to guarantee him 
as a credit risk in case of contingencies. 

Am I fully covered on insurance on 
all my buildings and equipment? 

Should there be a fire, what protec- 
tion do I have for expenses that must 
be paid, although daily operations have 
been temporarily discontinued? 












If there has been an appreciation jp 
my property values, has my insurang 
coverage increased in ratio to this ap. 


preciation? (C 
Are there any particular preventatiy, “de 
measures that will enable me to leg §°. 
the fire hazard, and as a result redug decline | 
my insurance rates? eo 
Have I considered the possibility of mal y 
reducing my insurance rates t whic ; 
the installation of fire extinguisher, mee 
sprinkler systems, etc.? than 8 
Do my insurance policies have , = 
clause that makes a policy void if th facture 
wind should wreck part of my building or 4 
and fire continue the destruction? * 
Is there any method of saving money na 
by systematizing my fire coverage » 
that my stocks are fully covered at al] - 
times? on a P 
The 
is bros 
tained 
with | 
Windstorm Insurance ing 
It is rather unusual that windstorm | Amer 
losses throughout the United States are | ford 
not covered by insurance. Millions of | ™49Y 
dollars worth of damage is caused each § 2d | 
year, and a very small part of this is trade 
covered by insurance. Many of the} ‘hat: 
other hazards for which insurance of. | ‘tl 
fers protection can be controlled toa kets 
certain extent but windstorms are be. § third 
yond the control of man, and the only | "4 
defense there is against them is in- num 
surance to pay the damage they cause f °™ 
It might be well for every credit fon 
executive to get any windstorm statis- | * ™ 
tics that are available and note the sec- oe 
tion of the country in which the all 
greatest loss occurs, then determine the 
whether you have any accounts in this * 
section. If so, it might be well to look : 
into the matter of windstorm insurance i 
coverage. : 
i 
Automobile Insurance Check-Up 
It might be well to check up on yout T 
own automobile insurance and yout | lor 
debtor merchant’s automobile insu | W 
ance and find out if he has full pre | th 
tection under the following five head- ph 
ings: ui 
1. Public Liability. b 
2. Property Damage fe 
3. Fire F 
4. Theft P 
Collision f 


5. 

In case you want any information 
on any of these five headings, CREDIT 
MonrTHLY will be glad to answer yout 
questions or better still, see your broker. 
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What Foreign Trade Means 
To You 
(Continued from page 11) 


6% decline in revenue and a 25% 
decline in net operating income. 

An outlet of even 10% of his nor- 
mal production to a foreign market 
which is maintaining a better propor- 
tion of its normal purchasing power 
than is the United States may there- 
fore mean that the American manu- 
facturer possessing this foreign outlet 
can earn his bond interest or at least 
get “a new dollar for an old one” in 
times of stress, instead of entering on 
his books in red ink the interest, main- 
tenance, staff salaries and other charges 
on a plant which stands idle. 

The whole subject of foreign trade 
is broad and deep; the problems con- 
taned therein are not to be solved 
with generalities and a group contain- 
ing the varied units which compose 


































adstorm | American industry must necessarily 
ates are | afford many special cases. But for 
lions of | many of those industrials whose size 
ed each § and kind of business make foreign 

‘. | trade possible and advisable, I believe 
of the | that a proportion of about 40% of the 
nce of. | total sales derived from foreign mar- 


kets is desirable. With nearly two- 
thirds of its business in the home field 
and the remainder diversified among a 
number of foreign markets, such a 
company still has a large stake in the 
forward march of American prosperity, 


| — is insured against the loss of too large 
‘he sec. | 2 Proportion of its market through any 
ch: the single set of foreign developments and 
termine | Still has two valuable sheet anchors in 
im this the slowness and the reduced intensity 


with which any untoward economic 
changes at home are likely to be re- 
flected abroad. 


“Watch Those Credits!“ 














P HAT credit is the sun around which 
on your the planets of business revolve has 
1 yout | long been considered an economic truth. 
insut- | Whenever a recession cuts its channel 
Il pros | through the business plateau the em- 
> head- | phasis placed on the sound administra- 
tion of credits is unusually great. When 
business is good there is a tendency to 
forget the fundamental power of credit. 
For the past six months the necessity of 
Proper credit administration has been 
featured in the press. 
mation The Commercial Bulletin in a recent 
CREDIT issue, carried an editorial on “Watch 
yout | Those Credits!” A few excerpts follow: 
broker. “If there is one thing more impor- 
THLY | MAY, 1930 


tant than increased sales effort, when 
business conditions are subnormal, it is 
increased watchfulness of credits. Par- 
ticularly is this true with the retail gro- 
cer of moderate size, who extends some 
credit and who, of necessity, does not 
have the machinery for controlling this 
department that is available to the 
larger retailer. 

“Remember that no matter how 
strong your desire to do a good turn to 
your customers, cash must be forth- 
coming to meet your own bills. The 
wholesalers and manufacturers from 
whom you secure your supplies must 
have their money. They are tightening 
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up on their own collections, not be- 
cause of any desire to be ‘hard boiled’ 
but because the whole financial struc- 
ture of the country demands it.” 


Worthless Checks 


Richard Hellmann, Inc., reports that an in- 
dividual using the name of Collin A. Hastie 
has appeared in Texas, representing himself as 
an employee of that Company. 

Richard Hellmann, Inc., state that they have 
no employee of that name. A check drawn by 
this individual and cashed on the representation 
that he was the superintendent of the plant of 
Richard Hellmann, Inc., at Nashville, Tenn., 
has been returned as worthless. There is no 
Hellmann plant at that point. 


IRVING 


Trust Company 
NEW YORK 


Statement of Condition, March 27, 1930 


RESOURCES 


Cash on Hand and Due from Banks . 


$175,602,170.21 


Call Loans, Commercial Paper and Loans eligible for 


Rediscount with Federal Reserve Bank 


United States Obligations . 


Short Term Securities . 


Loans due on demand and within 30 days 


Loans due 30 to go days 
Loans due goto 180days . 
Loans due after 180 days 


109,239,668.74 
42,003,279.56 
68,206,496.55 
100,851,109.61 
65,260,073.41 
49,871,470.18 
§,082,082.34 


Customers’ Liability for Acceptances 


(anticipated $1,897,272.60) 
Bonds and Other Securities 
New York City Mortgages 
Bank Buildings 


572546,976.79 
18,212,898.43 

9,366,144.67 
12,166,794-47 


$713,409,164.96 


LIABILITIES 


Deposits 
Official Checks . 


- $493,211,982.91 
; 18,216,887.02 


$511,428,869.93 


Acceptances (including Acceptances 


to create Dollar Exchange) . 


Discount Collected but not Earned 
Reserve for Taxes, Interest, etc. . 


Dividend payable April 1, 1930 


Capital Stock fer Oiie 
Surplus and Undivided Profits 


When you utilize the services of Irving Trust please mention Credit Monthly 


. 84,197,864.23 


5914440249-39 
1,538,661.55 
45799,5 19.86 
2,000,000.00 
$50,000,000.00 
13451 97,864.23 


$713,409,164.96 
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: . Actual charge sales $1,140,000 

Paying the Credit Manager EIR LOPE OT eT 1,020,000 

: a Bonus Excess over quota 120,000 

(Continued from page 17) Bonus 1% $1,200 

ins Actual collections .. 1,092,000 

5) A penalty of 10 on the “write oruee 

(5) a doe tte es arn oe Less 40% of 2,600,000.00 1,040,000 

percentage. 

(6) The Credit Manager’s guaranteed Excess over quota 52,000 

salary to be $500 a month. Bonus | 2% $1,040 

Now let us imagine we are in Jan- Actual write of ..... 10,000 

a i lcul Write off allowed 1% of 

uary 1930 and that we are calculat- 1,140,000 11,400 
ing the Credit Manager’s bonus for 

1929. Assume the results were as fol- 1,400 

Lower Bonus 10% 140 

1. Total ‘balances $2,600,000 
2. Total charge sales for year 1,140,000 Total Bonus Payable $2,500 


3. Total collections 42 % 
4. Total write off 
Calculation: 


1,092,000 


The Credit Manager’s total 
10,000 


eration therefore would be: 


remun- 







































O one is proof 
against errors in 
judgment. London 
Guarantee Credit In- 
is 


surance protection 


against credit losses. 






When taking out a London Guarantee Policy please mention Credit Monthly 





Salary for year 


+ $6, 0 

Bonus as above a oe $26,00 e 
—_§f for sx , 

Total remuneration - 830 B have to. 


Had the collections averaged 41 gem ing 2 ™ 
instead of 42% the bonus on collect The 
would have been 1% of $49,409 9% first & 


$494 instead of $1,040. If the coll, . 
tions had been 39%, the Credit Mag $658,0° 
ager would have been penalized 7m bonus ‘ 
which equals 1% of the differenceg It is 


tween the collection quota $1,04Qgym centage 
and $1,014,000, which latter gap for all 
equals 39% of $2,600,000. The pag which 
alty of $260 would be deducted fm should 


the bonus due on charge sales thus; § percen' 
Bonus due on charge sales 1% on dividu: 
120,000.00 cee - «$1,200 In ¢ 
Deduct penalty 1% on collections ; 
that were $26,000.00 less than the terest 
GUMIONE Ss Seis s <:6s As sos agucton aie the bo 

and tc 

Add bonus on write off below quota 149 preval 
oie fi re: 

Total bonus due - + $1,080 ori 

If the write off had been more thy comp 
1% of the total charge sales a penalty ment 
of 107% on the excess would have ben§ ye a 
imposed. Char 
It d t tak h imaginati 

t oes no ake muc imagination have 


to see the tremendous stimulus such 
plan is to a credit manager. He dar 
not let up on his collections and he 


creast 
ciple 
















there 
dare not relax his vigilance of applica- store 
tions. The plan works for him and§ 4, 
: : . ‘te : app 
against him, keeping him in the straight 
and narrow path as far as is humanly 
possible. 
And where does the store come out 
in the first example given above, wher 
the credit manager’s bonus was $2,380? 
How much did the store gain? cha 
Assuming the store makes on the] js 4] 
average, after Income Tax deductions, hap 
5% on its charge sales, and that it pays} jt i 
6% on borrowed money, it would] is. 
make: ope 
$120,000 increased charge sales @ bee 
. . $6,000 am 
$2,000 increased collections fig- 
ured @ 26,000 for 12 mos., ma 
6% 1,560 br 
1,400 onved completely 1,400 ao 
Total gain ... ..... $8,960 at 
Less bonus to Credit Manager 2,380 It 
Net gain to the store $6,580 = 
In the example where only 39% was m 
collected the result would be: vi 
120,000 increased charge sales 5% . $6,000 tt 
1,400 saved in write off 1,400 n 
7,400 C 
Deduct Credit Manager’s Bonus 1,080 b 
y 
Net gain to store $6,320 
: I 
In the latter case it may be argued 


that the store was compelled to borrow 
more money from the bank because cél- 
lections had not reached the desired 
quota of 40%. So if we figure thatit 
was necessary to borrow the difference 
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$6,000 
1,560 
1,400 


$8,960 
2,380 


$6,580 
'% was 


$6,000 
1,400 


7,400 
1,080 


6,320 


that it 
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$26,000 and calculate interest at 6% 
for six months, the sum of $780 would 
have to be deducted from $6,320, leav- 
ing a net gain of $5,540. 

The net increase to the store in the 
frst example is equivalent to a net 

at 5% on $131,600, or 1% on 
$658,000. Who would not pay a 
bonus on such results? 

It is not to be assumed that the per- 
centage rates used above are suitable 
for all stores. It is the principle on 
which the bonus is calculated that 
should be taken into consideration and 
percentage rates determined to suit in- 
dividual conditions. 

In our Credit Department it is in- 
teresting to watch the spirit in which 
the bonus is calculated month by month 
and to see the splendid enthusiasm that 
prevails, for it will be observed that the 
figures change constantly and the vic- 
tory is not won until the last month is 
complete. We have a credit depart- 
ment that works 100% for the store; 
we are proud of the results achieved. 
Charge sales have increased, collections 
have increased and “write off” has de- 
creased. We are confident the prin- 
ciple we have adopted is sound, and are 
therefore glad to recommend it to any 
store that wants a better, brighter and 
happier credit office. 


Interchanging Credit 


Information 
(Continued from page 20) 


change of Credit Information and it 
is this phase of the subject which is per- 
haps of prime interest to bankers. Here 
it is that the true mettle of the banker 
is often found and his spirit of co- 
operation developed. Many a firm has 
been saved from the rocks by the true 
and frank interchange of credit infor- 
mation on mutual accounts, which 
brought to light a condition needing 
care and attention and which the banks 
at interest were in time to administer. 
It is so much better to get together on 
mutual accounts before the develop- 
ment of any serious trouble so that pre- 
ventative measures may be applied, 
than to try to go it alone and then 
meet on the mourners’ bench! The 
Credit Department may not generally 
be considered a producer but is al- 
ways of importance as a conserver of 
revenue. By the timely interchange of 
information, particularly in such times 
a are now being experienced, it can 
very quickly establish for itself a 
permanent place in the administration 
of the business. And yet, despite the 
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manifold advantages which may accrue, 
it is to be deplored that we find every 
now and then a violation of the prin- 
ciples involved, needfyl of harsh cen- 
sorship, or sympathy, because of lack 
of understanding of the broader vision 
which comes through this form of co- 
operation. 

A rather interesting incident might 
be cited as an example of the lack of 
the proper spirit of interchange. One 
of our customers, who operates a sort 
of chain store, had maintained a very 
nice non-borrowing account with us 
for some time, with balances running 
well into the four figures. We were 
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Credit information cannot always keep pace with 
changes in financial stability. Failures cannot al- 
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pace is too rapid, the picture too large, for any 
one man to grasp all its essential details. 


And that is why alert, clear-thinking Credit Man- 
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their credit opinions with the certain, complete 
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approached by the president and prin- 
cipal owner for a personal loan to be 
secured by stock in the operating com- 
pany. The usual financial statement 
was submitted and, it is admitted, made 
a tolerably good showing. Letters of 
inquiry were sent to all the banks of 
account, with clear indication of the 
matter ‘before us. We also checked 
with the trade and asked the usual 
agency reports. Practically all of the 
answers received from the other banks 
of account indicated satisfactory ex- 
perience and expressed high opinion of 
the management. However, one letter, 


(Continued on page 44) 
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As a Man Thinketh 


THE ART OF BUSINESS THINKING. H. G. 
Schnackel. 


York. 1930. 160 pp. $2.50. 


an accountant, and a member of the Tay- 
lor Society, the Society of Industrial En- 
gineers and the American Society of Me- 
chanical Engineers. In the preparation of 
the material he had the collaboration of 
Alfred L. Sprecker, formerly instructor in 
psychology and pedagogy at Marietta Col- 
lege. 

Mr. Schnackel’s objective is to give busi- 
ness executives such psychological facts as 
will help them to cultivate effective think- 
ing, and to answer for them two important 
questions: 

1. What do we do when we think? 

2. What should be done to improve our 
thinking? 

The first six chapters, constituting Part 
I under the general heading “A Study of 
the Executive Mind and Mental Life,” tell 
what psychology does for the executive, 
and discuss attention, imagination, memory, 
habit and reasoning in their bearing on 
mental efficiency. Part II (Chapters VII 
and VIII) deals with “Executive Qualifica- 
tions and Proper Mental Attitude.” An 
“Addenda” section presents a brief treat- 
ment of the parts of the nervous system 
of which we have the clearest and least dis- 
puted knowledge. 

The book makes out a good case for the 
psychologist as a mental engineer. The ex- 
ecutive mind, says Mr. Schnackel, is a man- 
ufacturing plant in itself. Its raw materials 
are sensations, ideas, percepts, concepts; its 
finished product, decisions. For the deter- 
mination of the validity and efficiency of 
his present thinking processes and for the 
development of a system that will insure 
to him maximum results from his mental 
activity he must turn to the psychologist, 
even as he would turn to a mechanical en- 
gineer for similar data and decisions con- 
cerning a manufacturing plant under his 
direction. 

If the executive would reduce his mental 
activities to an uninterrupted flow of pro- 
duction he must know with what he is 
dealing. A knowledge of his physiological 
equipment is as necessary for co-ordination 
of his mental plant as is a knowledge of 
his mechanical equipment for co-ordina- 
tion of the manufacturing plant under his 
direction. 

To master his habits the executive must 






















































































must know the laws of perception before 
he can analyze his own perceptive processes. 
To make his memory a productive em- 
ployee he must know its potential capa- 
bility and how it functions. To control 
his imagination and bring it into the gen- 
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THIS MONTH'S BUSINESS 
BOOK 


THE BUSINESS MAN AND HIS BANK (Revised Edition). 
William H. Kaniffin. McGraw-Hill Book Co., N. Y. 
1930. 332 pp. $3.00. 


Of the making of books on banking there is 
no end, but most of them are written for bank- 
ers or for students who are preparing to enter 
the banking field. Here is a new edition of a 
work which has been of real value to many 
business men, including treasurers and comp- 
trollers, credit and sales managers, and ac- 
countants. 

Most of the other texts on banking have the 
inside point of view. This one looks at the 
bank from the outside. Instead of telling the 
banker what he should do and how it can best 
be done, it reveals what the business man should 
expect from the bank in service, and what he 
himself must do in order to secure for his 
business the fullest possible benefits of this ser- 
vice. 

Mr. Kniffin describes the various types of 
banking institutions, including national and 
state, savings banks, trust companies, building 
and loan associations, mortgage and title com- 
panies and safe deposit companies. In giving 
counsel as to how the business man should 
choose his bank, he explains that banks have 
distinct personalities, and reputations; points 
out the prestige that is assured by a good 
banking connection; and shows how banks dif- 
fer in size, administration, loaning policy and 
safety. 

It is highly important, the author suggests, 
that the business man keep in the good graces 
of his banker, for reasons that are both finan- 
cial and psychological. The business man needs 
good credit as a borrower and the moral sup- 
port of the banker as well. The banker’s good 
opinion is valuable in many indirect ways, and 
his recommendation goes a long way in any 
business matter. 

The changed attitude of business toward 
banking is well brought out in this text. The 
business man once approached the banker as 
though the latter were a superman, certainly 
to be respected and perhaps to be feared. Until 
recently, banks did not generally seek business. 
They accepted that which appealed to them as 
desirable, but they did not solicit it. Adver- 
tising was regarded as an admission of weak- 
ness. 

But the bank now lets its light shine. Offi- 
cials have been pulled out from behind closed 
doors marked “private” and placed in an open 
space with only a guard rail to protect them 
from the public. Every bank of any consider- 
able size has its new business department, which 
goes aggressively after its share of the com- 
munity’s banking business, and advertises 
freely. 

There are literally hundreds of quotable 
paragraphs in this book, but we have space for 
only one, hoping that the sample will stimulate 


i gists who knew little about business of 





Conducted by 
Frank A. Fall, Litt. D, 
Director of Education and Resear, 
N. A. C. M. 


eral plan of co-ordinated activity he mug 
be able to distinguish efficient from jp 
efficient functioning. Finally, to achien 
the ultimate aim of the co-or 
process and sound logical reasoning hy 
must become familiar with what cons. 
tutes logical reasoning. 


All this is sound, if not new, busines 
psychology. And it is expressed in a clea, 
direct style that is most refreshing, We 
have encountered books in this field which 
were obviously written either by psycholo 


business men whose knowledge of psy 
chology was nothing to write home din 
This is decidedly not that kind of a book. 
It stands up well under the acid test. 


U. S. and the League 


THE UNITED STATES OF THE WORLD. 
Oscar Newfang. G. P. Putnam's Sons, N. Y. 
1930. 284 pp. $2.00. 


The author of this book was for many 
years, as credit manager of the Julius 
Forstmann Company, an active and useful 
member of the National Association of 
Credit Men. His “Harmony Between Le 
bor and Capital” was reviewed in the 
Crepir MonTHLY of October, 1927, 


In the present volume Mr. Newfang 
makes a comparison between the League of 
Nations and the United States of America. 
The present century, he says, has undet- 
taken the biggest job of all time—the 
abolishment of war as a method of settling 
international quarrels. It has been decided 
that physical encounters between nations 
are henceforth not to be considered undet 
any circumstances as a legitimate method 


| of settling differences. 


With this end in view, sixty-two nm 
tions (all of the self-governed nations 
cept Brazil and Argentine) have solemaly 
declared that “the settlement or solution 


i of all disputes or conflicts, of whatevet 


nature or of whatever origin, which may 
arise among them, shall never be 
except by pacific means.” Through the 


Covenant of the League of Nations fifty 


four of these states, members of the 
League, have endeavored to create tht 
necessary machinery by which the settle 
ment of controversies between states can be 
made by pacific means and by which wat 
fare may be avoided. 

Mr. Newfang rises to ask whether the 
machinery i is adequate for the purpose, and 
in order to throw the light of history and 
experience on this important question 
makes his comparison between the Leagyt 
of Nations and the United States of Amefi- 
ca. Here we have forty-eight states, #% 
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of their rights and prerogatives, as keen- 
insistent upon their interests, their prosperity, 

"4 their prestige as are any of the states of 
furope OF of any other continent. With one 
isception, which the author has not ignored, 

has been preserved among all of the mem- 
jee states for about a century and a half. Our 
gates fight their battles before the Supreme 

Court, using brains instead of bullets. A com- 

of the machinery which has achieved 
‘his result with the structure and the functions 
of the League of Nations is clearly important in 
connection with the struggle to achieve perma+ 
neat world peace. 

While the United States has refused to ac- 
cept the League structure as it now exists, Mr. 
Newfang reminds us that both of our leading 
political parties and several of our presidents 
have repeatedly expressed the conviction that 
the preservation of international peace cannot 
be achieved without some kind of an association 
of nations. The present structure of the League 
should be improved, but the United States, not 
being a member, cannot with propriety point 
the way. The change may not come until a 
crisis of some kind divides the members into two 
approximately equal factions and threatens an- 
other world war. 

If such a time comes we should, Mr. New- 
fang concludes, be willing to send some of our 
dder statesmen to suggest that the federal form 
of organization, which has proved workable for 
more than a century in this country, and for a 
shorter period in many other countries of the 
vorld, should be applied to the United States 
of the World. 


This Month’s Business Book 


(Continued from preceding page) 


a taste for more: “tA bank is a place where 
credit is created and where it is exchanged 
and redeemed. By virtue of its power to 
isue currency, bank notes are created. By 
virtue of its discounting powers, credit 
locked up in the form of promissory notes 
isturned into a bank deposit against which 
checks are drawn. When a bank discounts 
anote it adds the proceeds to the borrow- 
er’s account exactly as if gold were deposit- 
ed. It allows him to treat the credit thus 
created as money; for it stands ready to 
redeem the checks drawn upon it in money, 
thereby making them of the same effect 
as money. Business credit flows through 
the banks in a steady stream and the bank 
acts as a sort of a clearing house for credit, 
redeeming in one form or another the credit 
the business world creates. We do well to 
consider banking in this light, for no- 
where else does credit rise to a higher 
achievement than in the field of banking.” 
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Alter Dallas, Los Angeles 
and the National Foreign 


Trade Convention 
ELEGATES to the N. A. C. M. 


Convention at Dallas have an ex- 
cellent opportunity to continue their 
journey westward to Los Angeles 
where the National Foreign Trade 
Council will hold its annual conven- 
tion. This convention will be replete 
with offerings that are particularly sig- 
nificant to credit executives. From the 
time that Mr. James A. Farrell, chair- 
man, National Foreign Trade Council 
calls the convention to order on Wed- 
nesday morning, May 21 until Dr. 
Stephen I. Miller, executive manager, 
National Association of Credit Men, 
closes the convention with his address, 
there will be three days filled with meet- 
ings and sessions that every credit ex- 
ecutive should attend. 

On Wednesday afternoon, there will 
be a session on Credits and Credit In- 
formation held in co-operation with the 
National Association of Credit Men. 
Mr. H. G. Brock, vice-president, Guar- 
anty Trust Company, New York, and 
one of the pioneers in the Foreign De- 
partment of the Association, will ad- 
dress the 2 p. m. session on “Ten Years 
of Credit Work.” 

Mr. O. K. Davis, secretary of the 
National Foreign Trade Council, in his 
letter to CrepIT MONTHLY said: “The 
study we must give to foreign credit 
conditions is one of the most important 
objectives before our meeting. Real 
foreign credit information is more 
necessary than at any time for the past 
ten years, and we need the credit men 
even more than they need us, if we are 
to keep foreign trade co-operation up 
to the mark.” 

Write to Crepir MONTHLY or get in 
touch with Mr. E. Balestier, Jr., N. A. 
C. M. Convention Director, at the Baker 
Hotel in Dallas for information regard- 
ing reservations for the National For- 
eign Trade Convention. 


New Atlanta Secretary 


R. FRED H. SNED, for twenty- 

five years prominently identified 
with R. G. Dun & Company’s Atlanta 
Office, more recently as Assistant Dis- 
trict Manager, has been elected Execu- 
tive Secretary of the Atlanta Associa- 
tion of Credit Men. 

Mr. Sned has been an outstanding 
member of the Atlanta Association for 
many years and is well acquainted with 
the members of that Association. 
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WHY NOT USE THE 
AGENT AS WELL AS 
THE INSURANCE 
POLICY? 







Credit men _ rightfully 
insist upon the insurance 
policy as an essential in 
extending credit. Why 
not go a step further and 
include the Springfield 
agent in your business 
conferences? 











His specialized knowl- 
edge will help you and 
those with whom you do 
business. 
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t@ we 
Corporation 
Directors 


Have you ever 
marveled at the administrative 
ability, selling ability, technical 
knowledge, or skill in organization 
matters shown by one or more of 
the officers of the company or com- 
panies under your guidance? Sup- 


pose their services are lost through 
death? 





















Good men are hard to find. In 
the meantime the corporation or 
corporations in which you are in- 
terested stand to lose a substantial 
sum through the loss of their serv- 
ices. Life insurance offers a prac- 
tical plan to replace the money 
value of “key” men. 
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Interchanging Credit 


Information 
(Continued from page 41) 

in commenting on the strength of the 
individual, mentioned it as dol- 
lars and added “at least it was” and 
underscored the word “was”! This 
naturally created a little suspicion which 
was thoroughly proven when a rather 
complete letter was received from one 
of the banks which “opened up” and 
told the true facts, which, “believe it or 
not” were far from favorable. This 
letter was confirmed by both the trade 
and agencies, one of whose reports was 
so adverse that it was only issued on 
“call”! We did not make the loan! 

I do not believe the banks report- 
ing favorably did so with any malicious 
intent. As a matter of fact, their ex- 
perience may have been satisfactory and 
their impressions as indicated. I am 
sure, however, that no attempt had 
been made to properly check the name, 
for with such a record as this individual 
bears, it is hard to understand how 
loans could have been made. It is hoped 
the other banks get out before they 
have an experience similar to that re- 
ported by the one bank and the trade! 

One could cite instance after instance 
of the value of discussing the affairs of 
mutual customers, but sufficient has 
been said to make those who perhaps 
have been a little backward in this re- 
spect to “stop, look and listen” and 
then fall in line for their own good. 
It may be well to recall the adage of 
the old sage who said “If you have a 
coin and I have a coin of like value and 
we exchange, neither has been enriched 
by the transaction; but if you have a 
thought and I have a thought and we 
exchange, while neither loses, we have 
both doubled our wealth of informa- 
tion.” 

This brings us to still another phase 
which may be included under this sub- 
ject and which is, perhaps, fully as im- 
portant, if not even more so, than any 
of the other divisions discussed. Ref- 
erence is made to the interchange of 
Credit Information between the officers 
within their own bank. It is doubtless 
true that in many banks, and particu- 
larly the smaller ones, much of the 
most valuable credit information is not 
available for the bank’s use, because it 
is stored within the heads of the lend- 
ing officers instead of having been 
transcribed in writing and properly 
filed in the Credit Department. How 
often has the death or resignation of 
an officer left the remaining officers 
completely stranded as to course of 
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procedure to follow with reference » 
the continuation of the loan 
pursued on a specific account, 
because no memoranda had been fil 
by the one who has gone. To th 











writer, it is the absolute duty of g = 
officers to contribute most generously 
to the written information which 
should be in the Credit Departmen, 
Every bank, regardless of size, shoul 
have some kind of Credit files, ad 
quately kept, with accounts p '@ 
analyzed and regularly revised. It hy 


been said that the best avenue for ney 
business development is with the banky 
own customers. So it is with the Ip. 
terchange of Credit Information—th 


best to be had is from the bank’s op, wee 
officers by virtue of their constant cop. — 
tact with the customers and genenl ven 
public. The Credit Department cap. § tomer 
not properly function without this sup. ~g 
port; it must come from within af tirly 
well as from without. Not only tha, § > 
but once the information has been gath. _ 
ered and analyzed, it must be utilized (1) 
to be of real service. In fact, th 
value of the Credit Department to an 
institution can be definitely measured (2) 
by the support it receives from the 
officers and the use which they make of 
it. I think it must have been the 
Credit Department which J. Mason 
Knox had in mind when he wrote those (3 
now famous lines: 
“It ain’t the guns nor armament, i 
Nor funds that they can pay, the | 
But the close co-operation, the | 
That makes them win the day. gu 
Co: 
It ain’t the individual, ¢ 
Nor the Army as a whole, on 
But the everlasting team-work the 
Of every bloomin’ soul”. 
This same co-operation which should * 
be given the Credit Department by the | © 
officers of a bank should likewise be ° 
given by the sales force and manage fer 
ment of the mercantile business. This | <a 
should and must be given, not from . 
the viewpoint of pyramiding sales but (" 
of conserving and building up profits. sit 
So it is hoped this matter of the . 
proper interchange of Credit Informa to 
tion will receive the reader’s full com . 
sideration, and will stimulate that co ’ 
operation needed to make a success of 
this phase of our economic life which 
is built on the high platform of mw b 
tual service. If this be done, it will ’ 
be found, that like ‘the bread cast : 


upon the waters” the efforts thus et 
pended will redound to the benefit of 
the whole system and thus will come 
back to each one in full reward. 
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ANSWE RS TO 
CREDIT QUESTIONS 


Conducted by E. Paul Phillips 


Real Estate 


Q. To what extent can real estate, 
listed among assets in a financial statement 
received from a customer in Wisconsin, be 
considered an asset of the business when 
the same is held in the name of the cus- 
tomer and his wife who is not a partner 
in the business? 

A. The answer to this question depends en- 
tirely upon the nature of the title held by the 
husband and wife. A conveyance to a husband 
and wife may create any one of three conditions, 
either 

(1) A tenancy by the entirety, in which 

event the property could not be reached 
for the debts of either spouse until 
after the death of the other, or 

A joint tenancy in which event an un- 
divided one-half interest in the prop- 
erty can be reached for the debts of 
either spouse, but which would require 
the maintenance of an action of parti- 
tion before the property could be sold, 
or 

(3) A tenancy in common, in which event 

each spouse would own a specified por- 
tion of the property outright. 

The proper way in which to determine the 
availability of the real estate for satisfaction of 
the husband’s debts is to employ an attorney in 
the locality where the customer is situated and 
request a report as to the nature of the title. 


Consignment Contracts—Tennessee 


Q. (a) Please advise whether placing 
merchandise on consignment in a store in 
the state of Tennessee gives the consignor 
the right to exercise precedence over goods 
that have been placed merely on memoran- 
dum, or mortgage liens? 

A. We cannot express an opinion with respect 
to the respective rights of a consignor of mer- 
chandise and a chattel mortgagee under the laws 
of Tennessee, and this question should be re- 
ferred to a Tennessee lawyer. However, a valid 
consignment agreement is nothing more nor less 
than a bailment or agency agreement and, if 
properly drawn under the laws of any state, 
(with the exception of Pennsylvania and pos- 
sibly one or two other states) the rights of the 
consignor are superior to those of the landlord, 
and everywhere, so far as we know, are superior 
to the rights of any other persons whatsoever. 
In other words, the consignee has no title which 
he can convey to a third person, nor are the 
goods subject to levy or attachment. 


Q. (b) Would it be considered doing 

iness within the meaning of the Ten- 
Ressee statute if a corporation placed a 
stock of goods on consignment with a 
dealer? 

A. There are decisions in Tennessee to the 
effect that a foreign corporation consigning 
goods to a local company for sale on a com- 
mission basis is not doing business in the state 
8 a8 to require compliance with the foreign 
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As to Legal Advice 


HE National Association of 

Credit Men supplies answers to 
credit questions and some of the 
answers, of general interest, are 
printed regularly in the Credit 
Monthly. Advice cannot be given, 
however, regarding legal rights and 
liabilities. Such advice should be 
obtained from an attorney to whom 
all the facts should be stated. When 
such inquiries are received, informa- 
tion is furnished only as to the gen- 
eral principles of law involved. 


corporation laws, nor does the requirement that 
the goods be kept insured by the consignee in 
the name of a foreign corporation, alter the 
situation. I. J. Cooper Lumber Co. vs. Johnson. 
133 Tenn. 562. 


In another case the consignee agreed to store, 
insure and pay taxes upon the consigned mer- 
chandise, and it was held that the corporation 
was not doing business in the state so as to re- 
quire qualification under the foreign corpora- 
tion laws. Mitchell Wagon Co. vs. Poole, 235 
Fed. 817. 


It is important, however, that the agreement 
between the consignor and consignee be strictly 
a bailment or consignment agreement, for the 
United States District Court in Tennessee, in 
Meyer vs. Judd, 1 Fed. (2nd) 513, held that 
an unqualified foreign corporation which had 
sold motor cars to its agents in Memphis, under 
a conditional sales contract not only could not 
sue for the purchase price, but was not even per- 
mitted to recover its own property. This is an 
anomalous decision and contrary to the rule in 
most jurisdictions. 


Sales Contracts 


Q. Can reasonable costs of collection in- 
cluding attorney’s fees be recovered if such 
a clause appears in an ordinary sales con- 
tract as one of the conditions of sale? 
Please give case citations with respect to 
the legality of such a clause from a col- 
lection standpoint. 

A. There is no doubt in our mind as to the 
validity of a clause in a sales contract to the 
effect that tHe buyer will pay attorney’s fees in 
addition to the contract price of the merchan- 
dise in the event he defaults in payment, and 
the account is collected by an attorney. We 
are not able to cite adjudicated cases except cases 
involving similar clauses in promissory notes. 
A promissory note or other negotiable instru- 
ment is merely another kind of contract, and 
the fact that the clause is valid when written 
into a negotiable instrument is sufficient author- 
ity for the validity of the clause in an ordinary 
contract. See 2 Uniform Laws Annotated; Ne- 
gotiable Instruments, p. 27 ff. 
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MORRISON 
HOTEL 


Corner Madison and Clark Streets 


Tallest Hotel 
in the World 


46 Stories High 


1950 Rooms 
$2.50 Up 


500 Rooms Being Added 


Every guest room is out- 
side, with bath, running 
ice water, bed-head lamp 
and Servidor. Each floor 
has its own housekeeper 
and the hotel’s garage has 
extensive facilities for car 
storage. Rates are ex- 
tremely moderate—$2.50 
up—because valuable sub- 
leases at this location 
pay all the ground rent 
and the saving is passed 
on to the guests. 


Closest in the City to 
Stores.Offices.Theatres. 
and Railroad Stations 


The New Morrison, 
when completed, will 
be the world’s largest 
and tallest hotel, with 
3450 rooms 


When you stop at the Morrison please mention Credit Monthly 

















EDIT 
your crEDIT 


S 
The majority of | 
firms are | 
under-insured 
s | 
They may not know it 


—they may be deliber- 
ately taking a chance— 





Credit is risky enough 
without your okaying 
such risks, which are 
obviously unfair to your 
house. 


Call our nearest agent— 
he can set them straight. 
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When you buy a Fireman’s Fund policy, please mention Credit Monthly 


















































One Month’s Convictions 









































































































party 
Credit Protection Department of the National Association of Credit Men was | 
good- 
either 
FEBRUARY, 1930 In 
$17,¢ 
Case INDIVIDUAL CHARGE SENTENCE 4 h 
clot. 
Eastern Novelty Company, Rosen, Harry B. Use of mails in a 18 months 
New York City. cheme to defraud the : 
(Silks) 
refus 
Goldstein Bros. & Co., Goldstein, Louis Issuance of a false Sentence deferred invo 
New York City. statement that 
(Woolens) 
ata 
Philip H. Kafka, tdg as Philip H. Kafka Conspiracy to conceal 18 months his ( 
Sidney Dress Company, Bertha Kafka Conspiracy to conceal 1 year and 1 day 
Boston, Mass. Milton H. Kafka Conspiracy to conceal Suspended sentence, placed amo 
(Dresses) on probation for 1 year 
Henry H. Kafka Conspiracy to conceal Suspended sentence, placed part 
on probation for 1 year d 
Martha Kafka Conspiracy to conceal Placed on probation for | an 
year 
Dr.M.Martin Kafka Conspiracy to conceal Placed on probation for 1 ~ 
year 1 
Ben Stein Conspiracy to conceal Suspended sentence = 
Rose Wulin Conspiracy to conceal Sentence deferred $10 
he 
Wade & Company, J. C. Wade Concealment of assets 1 year and 1 day 
DeLand, Fla. E. Derrell Witt Concealment of assets Suspended sentence to 
(Dept. Store) 
arb 
Samuel H. Winer, Samuel H. Winer Use of mails to defraud Placed on probation for 1 as 
Pittsburgh, Pa. year an 
(Shoes) 
fac 
Waldo Hardware Co., Alfred J. Freve Concealment of assets Suspended sentence, placed chi 
Rumford, Maine. on probation for 1 year : 
(Hardware) wi 
meé¢ 
Holmes Hardware & Furni- M. A. Holmes Concealment of assets Suspended sentence ou 
ture Company, 
New Port Richey, Fla. by 
(Hardware & Furniture) 





Plymouth Clo. Co., 


Jay Gordon 
Minot, N. Dakota. 


Violation Postal 














Laws 













Fined $200.00 
































(Clo.) fle 
tr 
Theo. M. Backiel, d.b.a., Leo Schrot Conspiracy to conceal 6 mos. Detroit House of ai 
Caniffe D. G. Co., assets ’ Correction, fined $1,000 
Detroit, Mich. re- ju 
(Dry gds.) By: ; 
« jt 
Chas. H. Zwerling Conspiracy to conceal 4 ms. Detroit Hous of e 
; assets Correction, fired $1,000 
Max Kelly, alias F. M. Max Kelly Forgery, obtaining 8 yrs. Eddyville State V 
Frizell, Jr., alias W. goods under false Prison | 
H. Burch, alias Mack pretenses and Grand 
Kelly, alias W. H. Larceny 1 
Fariss, 
Louisville, Ky. l 
(Auto mechanic) 











Excel Electric Co., Peter B. Freund Conspiracy to conceal Sentence deferred { 
Chicago, Illinois. Gertrude Davis assets Sentence deferred 
(Elec. supplies) Conspiracy to conceal 


assets 


Reliable Tailoring Co., 
3541 S. Halsted St., 
Cheago, Illinois. 

(Tailoring) 


Meyer Goldstein Violation Postal 








Emil Moroni, 
Johnson City, Ill. 
(Furniture & gro.) 


John Moroni Conspiracy 


Cc. C. Bartlett, alias 
J. J. Packard, d.b.a. 
Champion Evaporator Co. 
(Glass specialties) 


Cc. C. Bartlett Forgery 


Laws 


to conceal 


Total of 897 Convictions from June 1, 1925, to February 28, 1930 











Fined $100 and costs 


























1 yr. and 1 day Leaven- 
worth Penitentiary 














5 yrs. Ohio State Peniten- 
tiary 
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Arbitration vs. Litigation in 


Credit Administration 
(Continued from page 21) 
award, determining the interest of each 
party in the properties, and the case 
was disposed of without the loss of 
good-will or damage to the credit of 
either of the partners. 

In still another case, involving 
$17,000, a manufacturer of clothing 
claimed that a shipment of woolen 
cloth bought from a mill was below 
the standard specified in his order and 
refused to pay the full amount of his 
invoice, admitting at the same time 
that the cloth could be used by him 
at a reduction in price. The mill denied 
his claim and prepared to sue for the 
amount of the contract. Later both 
parties agreed to arbitrate the matter, 
and as an evidence of his good faith, 
the manufacturer deposited with the 
arbitrators his certified check for 
$10,000, with the understanding that 
he would pay amy amount in addition 
to his deposit as determined by the 
arbitrators. Experts, acting as arbi- 
trators, decided that the cloth was of 
an inferior quality, allowed the manu- 
facturer a certain deduction in the pur- 
chase price, and the case was settled 
without tying up a large quantity of 
merchandise, which would have been 
out of style, or certainly unseasonable 
by the time a law suit could have been 
disposed of. There was no damage to 
the credit of either party and no re- 
flection on their integrity. The arbi- 
trators, in a friendly way, disposed of 
an honest difference of opinion as no 
jury could possibly have done—.«ad the 
jury would have had no expert knowl 
edgesto guide them. 

But, ‘vhile these firms learned the 
value of arbitration after a controversy 
had arisen, other firms have learned its 
use as a preventive of commercial ills. 
A firm of importers and wholesalers in 
New York City reported to a repre- 
sentative of the American Arbitration 
Association that it not only finds the 
use of an arbitration clause in its 
contracts an excellent and speedy fac- 
tor in a fair private adjustment of any 
dispute which may arise, but that, in 
its sixty years of business, it has 
learned that an arbitration clause makes 
a better credit risk. As this firm in 
1929 protected a $40,000,000 volume 
of business by contracts containing 
arbitration clauses, its opinion should 
be of considerable value. And this is 
not an isolated case. Hundreds of 
firms doing a tremendous volume of 
business insist that every contract to 
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which they are parties shall contain 
arbitration clauses, agreeing to settle by 
arbitration any future dispute that may 
arise under the contract. 

What appeals particularly to busi- 
ness men in this method of disposing 
of their controversies is the simple pro- 
cedure and the final and irrevocable 
nature of the decision, which in arbi- 
tration is called the award. When an 
award has been rendered it may be filed 
in court and upon a simple motion it 
will be confirmed and become a judg- 
ment of the court. There is but one 
way in which the award of an arbitra- 
tor may be attacked, and that is when 
the court finds that the arbitrator has 
been biased, has violated his oath or 
has stepped beyond the confines of the 
matter submitted to him. In other 
words, when a party receives a decision 
in court it may be only the fore- 
runner of further litigation, with ap- 
peals and motions and re-trials and per- 
haps, still further appeals; but at the 
conclusion of an arbitration hearing he 
knows that he has arrived at the final 
conclusion of the dispute, insofar as 
the merits of the controversy are con- 
cerned. It is ended and he proceeds to 
other matters and business in hand. No 
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cash reserves need to be set aside to 
cover further litigation. Commodities 
are not tied up, to decrease in value or 
become worthless, pending the settle- 
ment of legal action. Assets are freed 
for other uses and good-will is not 
strained to the breaking point. 
Arbitration is also admirably adapted 
to the settlement of disputes arising be- 
tween creditors and a debtor, where the 
latter is insolvent and assets are being 
liquidated. Business men have learned 
that when these cases are dragged into 
the courts, not only are both sides 
losers, but the amount received by 
each creditor is greatly reduced. A 
very small percentage of such cases in- 
volve questions of law and need to be 
settled by the courts, but the great 
majority lend themselves to a far more 
satisfactory method of settlement—by 
arbitration, which provides a speedy, 
economical and efficient way of dis- 
posing of them and, what is also im- 
portant, a friendly way. The method 
is speedy because long delays caused by 
a crowded court calendars are avoided; 
economical, because administration 
costs are reduced to a minimum; ef- 
ficient, because assets can be disposed 
(Continued on page 49) 
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Credit is the basis of business in every country —credit 
founded on something more than a guess which may or 


may not be lucky. 


Sound insurance in the Atna Fire Group is a splendid 
foundation for this necessary credit. It assures the cred- 
itor that fire, windstorm, public liability claims and 
defalcation will not interfere with the payment of his 
bill, a thing he likes to know. 


AETNA 
INSURANCE COMPANY 


THE WORLD FIRE AND MARINE INSURANCE CO. 


THE CENTURY INDEMNITY COMPANY 
HARTFORD. CONNECTICUT 


When you take out an Aetna Policy please mention Credit Monthly 



















Burroughs Portable Electrified 





The adaptation of electricity to the 
Burroughs portable adding machine, 
without increasing its size or sacrific- 
ing compactness or portability, is an- 
nounced by the Burroughs Adding Ma- 
chine Company. 



























The machine’s original proportions 
are maintained as the motor is built into 
the mechanism without enlargement of 
the case. The motor will operate from 
any electric outlet, on direct or alter- 
nating current, on any voltage and 
range of cycles. 







The new machine does much of the 
work automatically and naturally is 
considerably faster than the hand-op- 
erated machine. A simple operating 
bar, which operates at a touch of the 
finger, takes the place of the adding 
machine handle. The machine itself 
weighs about 25 pounds, can easily be 
carried from place to place and may be 
safely used on the sliding shelf of a 
desk. It is being produced in styles 
and capacities for various uses, as is the 
hand-operated portable which is being 
continued. More than 225,000 of the 
latter have been placed in customers’ 
hands since it was brought out only 
four years ago. 













The electric portable is expected to 
open new fields for adding machines 
for desk and general office use where 
fast, light machines are desired but 
have not been available; and in opera- 
tions where the hand-operated machine 
has been found efficient but where the 
greater speed and ease of electricity are 
preferred. 

Adding electricity to the portable 
machine gives it much of the operating 
efficiency and calculating range of the 
larger electrically-operated Burroughs 
units. Sub-totals and totals are taken 
simply by pressing the desired keys. It 





is not even necessary to press the op- 
erating bar. Electric consumption is 
minimized as the motor operates and 
current is used only when the motor 
bar is depressed. 





An Efficient Credit Folder 


Decatur.—We have been using, in 
connection with credit work, a com- 
bined sales credit card. This card, 
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IN THE MODERN 
OFFICE 


An idea and experience exchange on equipment, system 
and management in the modern credit and business office. 





OSGOOD AND SONSINC., DECATUR. ILL. [nu 


which is illustrated, is 4 inches x 6 
inches. All orders are entered on this 
card as received, and the card with the 
order is placed on the Credit Man- 
ager’s desk for his O. K. The card is 
initialed by the Credit Manager under 
the column headed Cr. The O. K. is 
placed on the order also. The cards 
and the orders are then separated, the 
orders going to the order department 
and the cards back into the files. 

At one time, we had difficulty in 
connection with shipping merchandise 
to customers. who had past due ac- 
counts, and to overcome this we have 
adopted a folder system which com- 
pletely eliminates the difficulty. The 
folders we use are of oaktag. A cellu- 
loid tab clipped on to the edge forms 
a pocket on the inside of the folder. 

When a customer’s account be- 
comes past due, a copy of the invoice 
is brought to the Credit Department 
with the customer’s card, the card is 
inserted upside down in the pocket un- 
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der the celluloid tab on the inside of 
the folder, and the invoices, together 
with any carbon copies of correspon- 
dence, are kept in this folder until the 
account is paid. 

If any new orders come in, it is nec- 
essary to bring them in to the Credit 
Department where the customer’s card 
will be found and record them on the 
eard, which automatically brings it to 
the attention of the Credit Depart- 
ment. 


F. W. SIMMERING 
Osgood & Sons, Inc. 


Arbitration vs. Litigation in 
Credit Administration 


(Continued from page 47) 


of more intelligently and quickly and 
with greater care. And in this more 
friendly way of adjustment means may 
often be found of putting the insol- 
yent ones back on their feet. 

It would be of value to a banker in 
considering financing or extending 
credit to a concern to know whether 
it prefers arbitration to litigation, and 
such information would be helpful in 
estimating the risks involved. And cer- 
tainly it would be in order for the 
agencies that furnish information as to 
a business man’s credit rating to in- 


clude among his assets the fact that | 


he uses an arbitration clause. 


Quite a long time ago a very dis- 
tinguished lawyer said that the chief | 
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71 Years a 


function of the lawyer was to keep his 
clients out of court. Probably in the 
near future, one of the functions of 


a credit man will be to keep his firm | 
free of the costs of unnecessary dis- | 
putes and thereby build up still another | 


item in its credit. 


Prospects For Steel Con- 
struction 
(Continued from page 23) 


in steel construction has been largely | 
predicated upon the relative economy | 
of this type of construction and upon | 
the desire of investors to make sure of | 
It is therefore not | 
surprising to the industry at large that | 
the figures of new contracts and ship- | 
ments are just now running so high | 


their investments. 


while the trend of general business has 
been so low. During the first months 


of 1930 the tonnage reports to the Bu- | 


reau of the Census bore this assertion 
out admirably. We have no reason to 
believe that the tendency will alter 
materially even should general business 
remain dull and quiescent throughout 
the spring of this year. 


MAY, 1930 


Is China a Good Credit Risk? 

(Continued from page 27) 
with modern methods of transacting 
business and it is really quite unneces- 
sary to give him credit, for if he wishes 
to do direct business with foreigners, he 
can arrange the required banking cred- 
its. Though, naturally, he will try and 
get the same facilities overseas as he 
may be getting locally, it is not the 
soundest policy when dealing with 
Chinese importers to adjust one’s terms 
according to the acquaintance or ig- 
norance of the buyer with export terms 
and methods. It is best to be firm to 
start with and insist on payment be- 
fore goods leave port of shipment, and 
though the Chinese in agreeing to this 
will undoubtedly buy smaller quantities 
in order not to tie up too much capi- 
tal, the credit risk will be more than 
proportionately smaller. 

In conclusion, the credit position in 
China may be summed up as follows: 
the more the Chinese can be judged by 
personal contact, the better idea can 
one get of the credit risk involved. 
With a branch in China, the credit risk 
is, on the whole, good; but far away, 
without any previous opportunity of 
studying the man one is dealing with 
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Writes Bright Blue 
Turns Jet Black 


NEVER Fades 
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through a personal talk, the credit risk 
is only good when no risk is taken. In 
view of the growing importance of 
China as a market for American mer- 
chandise, no manufacturer, no ex- 
porter, and no jobber can afford to 
neglect this fertile field. 


POSITION WANTED 


Position wanted as Manager, Office 
Manager or Credit Manager; 25 years 
with a large wholesale house; 15 
years credit experience; teacher in 
National Institute of Credit; Director 
of a large credit men’s association; 
age 51; salary $5,000. Will be at 
Dallas Convention. Address Box 
11PW, Credit Monthly, 1 Park Ave- 
nue, New York City. 


GOOD POSITION WANTED 


He keeps his job up to date—he doesn’t 
procrastinate. He is 35—married and 
has two children. 10 years of sincere 
application to credits and collections in 
the capacity of Credit Manager have 
been fruitfully successful. As he whips 
one job into shape he seeks additional 
responsibility. If you want an A-1 
high class, capable, work loving and 
likable credit man, write Box 12PW, 
Credit Monthly, 1 Park Avenue, New 
York City. 
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When you buy Sanford’s Ink, please mention Credit Monthly 












How to Get the Money 


(Continued from page 28) 





enable them to pay their past due bal- 
ances and to eventually get on a dis- 
count basis. 

It was not a big job for the credit 
men to prove by actual figures that the 
skeptic could not meet the prices of 
the Chains unless he discounted his 
bills. It is the discount earned by the 
independent retail grocer that enables 
him to reduce his price per can or per 
pound to meet the prices quoted in 
the Chain advertisements. 

It may be truthfully said that there 
is a selfish reason why the wholesale 
grocer’s credit department should urge 
the formation of an organization among 
retail grocers. This reason is written 
between the lines of this article, and 
in the title. 

We have organized the independent 
retail grocers in our city. While it is 
true that the organization is still in its 
infancy, it has done and is doing won- 
derful work for the retailer and for the 
wholesaler. The small grocer who for- 
merly ran his business in a haphazard 
manner, has listened and has awakened 
to the truth of the situation as it exists, 
not only in our city, but all over the 
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Great American 
Iusurance Company 


INCORPORATED - 1872 
One Liberty Street, 

WESTERN DEPARTMENT, 310 S. Michigan Avenue, CHICAGO, 

PACIFIC DEPARTMENT, 233 Sansome Street, SAN FRANCISCO, CAL. . 


country as well. 

In paraphrasing Mr. Kipling, the 
writer believes (this from experience) : 

“If you, Mr. Credit Man, can get the 
retail grocers to organize, to do a credit 
business with people really entitled to 
credit (those approved by the organi- 
zation’s secretary) : 

If you can get the retail grocer to 
discount his bills; 

If you can get him to see the advan- 
tages in modern methods of business; 

If you can build up the good will 
for your firm by diplomatically making 
the retailer realize that he is indebted 
to your firm for valuable assistance 
rendered in the past and present—then 
—yYou’re a credit man my son, you’re 
a credit man because you will get your 
firm their money.” 

However—“if you cannot get an in- 
dependent retail grocer to join the or- 
ganization for his and your good; 

If you cannot convince him of the 
necessity of cleaning up, painting and 
rearranging; 

If you cannot get him to discount 
or at least reduce his past due accounts; 

If your ‘alarm’ of persuasion and ad- 
vice will not wake him up—then— 

Put him on a cash basis my son, and 
take your loss with a smile.” 





NEW YORK CITY 
ILL. 


POLICIES ISSUED TO COVER 


Fire, Lightning, Tornado, Windstorm, Hail, Explosion, Rents, Profits, 
Commissions, Automobiles, Motorcycles, Leasehold, Marine, War 
Risk, Hulls, Cargoes, Inland Marine, Inland Transportation, Floaters, 
Registered Mail, Mail Package, Tourist Baggage, Sprinkler Leakage, 
Use and Occupancy, Earthquake, Riot and Civil Commotion. 


AFFILIATED INSURANCE COMPANIES 


American Alliance Ins. Co. Massachusetts Fire & Marine Ins. Co. 
American National Fire Ins. Co. Mount Royal Assurance Co. (“621** 
County Fire Insurance Co. North Carolina Home Ins. Co. 
Detroit Fire & Marine Ins. Co. Rochester American Insurance Co. 


Great American Indemnity Company 







































When you take out a Great American Policy please mention Credit Monthly 
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Addresses Wanted 


Thie column is read by some Credit Managers 
before omy other feature of the magazine. Any 
member of the National Association of Credit 
Men can bave names listed herein. He bas only 
to send the names to the secretary of bis local 

of Credit Men or to S. Ardron, Jr., 
Credit Protection Department, N. A. CG. M., 
One Park Ave., New York. Members are re- 
quested to mention the line of business as well 
4s the last known address. 
BARTON, B. A., Barton Bootery, 7542 Michigan Ave., 


Detroit. Last seen in Seattle. Retail shoe business. 
BENNETT, HARRY, Mobile, Alabama. Retail ‘shoe 


BERMAN, PHILIP, United Provision Company, Provi- 


anun, W. H., farmer, formerly Dorchester, Texas, 
now reported to be near Sherman, Texas. 

BROWSKE, MARY (MRS.), 1710 W. 87th Street, Chi- 
cago (Grocery). , 

CARROLL, THOMAS J., Prop. (National Wholesalers), 
256 Main St., Gloucester, Mass. Also 88 Flint St., 
Salem, Mass. 

CLARKE, E. E., operating as the Conway Service Sta- 

tion, Conway, Texas. 

COURI, KATE (MRS.), 2359 W. North Ave., Chicago 
(Grocery). ; 

CRAGIN, CHARLES G., formerly of Kermit and 
Stephenville, Texas. 

DELER, C., Operating as Blue Bird Drugs, 7901 Mich- 
i Ave., Detroit. 

De PIERRO BROS., 682 E. 231st Street, Bronx, N. Y 

DEROE FLORIST, 64 Fordham, N. Y. C. 

DE ROSA FURNITURE COMPANY, formerly 55 W. 
19th St., N. Y. C. 

&. & M. GARAGE & SALES COMPANY, Englebrecht 
& Muck, Props., 1602 E. Manchester, Los Angeles. 
ERWIN, ROY B., formerly operating the Ford Service 
Station, Richland, Texas; later operating a tailor shop 

in Abilene, Texas. 

ESKENASY, JACOB, Eskey Preserving Co., 2132 Wash- 
ington Ave., Bronx, N. Y. C. Last known address, 
1936 Crotona Ave. 

FLAUM, MORRIS, 87 Ludlow Street, N. Y. C. 

FREEDMAN, REUBEN, 386 Kingston Ave., Brooklyn, 
N. Y. 

FRIEDMAN, S., The Boston Store, Falfurrias, Texas 
(Retail shoe business). 

FRYE, R. L., Electrical contractor, formerly residing 
at Midland, Texas. Last heard of at Girvin, Texas. 
GANGUZZA & SON, ANGELO, 289 Summer St., P. O. 

Box 23, Carlstadt, N. J. 

GATES, VERONEN, formerly operating bakery at 2715 
Danneel St., New Orleans, La., and living on the 
premises. May be in Mississippi. 

GOLDBERG, H., Admiration Hose Co., 505 Fifth Ave., 
N. Y. C. 

GOTTESMAN, MORRIS, formerly 265 Neptune Ave., 


Brooklyn, N. Y. 

GROHER, EDWARD F. Court Ave. and Spring St., 
Jeffersonville, Ind. Understand he is located some- 
where in Calif. 

HAAS, V., 4521 St. Peter Street, New Orleans (Gro- 
cery and Meat Mkt.). 

HALPERIN, PHILIP, 813 South St., Philadelphia. 

HANNINEN, DAVID, formerly operated a general 
store at Chassell, Michigan. Now believed to be in 


roit. 

HARELICK (H.) (ROSE) & (BEVERLY), N. Y. C. 

JACOBS, J. L. & Co., formerly of 7032 Camden Court, 
University City, Mo. 

KNOTTS, RAY, Prop. South Side Restaurant, 294 S. 
Main St., Washington, Pa. 

KULMAN, LEWIS, LEWIS CLOTHING COMPANY. 
Old address was 1009 Main St., later associated with 
his father in the latter’s business at 908 Main St., 
Lynchburg, Va. 

KUPKE, JOSEPH, 8801 Fenkell Ave., Detroit, Mich. 
Somewhere in Texas. 

.» formerly 299 Madison Ave., also 516 Sth 
Ave., N. Y. C. 

LEGARE, W. N., former owner of Motor Service, 
Auburn, Ala. Reported to be at Thomaston, Ala. 

LEVIN, MORRIS, 107 W. 86th Street, N. Y. C. 

LONG, C. I., formerly operating as Chrysler Service 
Co., Cisco, Texas. 

MAURICE, A., 4100 lroquois, New Orieans, La. (Gro- 
cery & Meat Mkt.). 

McBOY, ISIAH, formerly Boyce, Texas. 

McCULLER, CHARLES E., Weatherford, Texas. 
teported to be at Big Spring, Texas. 

, W. D., formerly Manager, Bolo Products Co., 
Shawneetown, Ill. 
— D. W., Seminole, Okla. Formerly at Tipton, 
a. 


OLIVER, B. F., Bowie, Texas. 
OLLER, GRIFFITH, Grocery and Farm, Temple, Okla. 
N, T. O., formerly Booker, Texas. 

PARTRIDGE, FRED C., formerly doing business as 
Claremont Plate Glass Company, in Claremont, N. Y. 
Last reported to have gone to Massachusetts. 

N, H., Woodland Ave., Cleveland, Ohio. 
to be in Philadelphia. 

PROCTOR, HARRY F., formerly conducted business 
under the style of Proctor’s Inc., at 611 W. 7th St., 
Los Angeles. Originally came from Seattle, did busi- 
ness in Portland, Oregon, then started a venture in 
Los Angeles. His business was retail women’s ap- 


Later 


R TS, J. C., Loco Route, Wellington, Texas. Re- 
to be at Lockney, Texas. 
» GEORGE W., Garage, Tipton, Okla. 
: W. T., formerly of Dayton. Now in N. 
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SCHMIDT, A. A., formerly 410 Lawrence St., Corpus 
Christi, Texas. 

SMITH, DAWSON B., formerly located at 270 Madi- 
son Ave., Akron, Ohio, in the Photo Supply business. 

SPEEGLE, R. L., Route 1, Box 6, Jones Valley Motor 
Co., Bessemer, Ala. 

STAMER, A., formerly 4616 Scovill Ave., Cleveland. 
Reported to be in Toledo. 

STERLING, MEYER T., or C., formerly operating at 
$936 Roosevelt Rd., home address 3717 Division 
Street, Chicago. 

SULLINS, JACK, operating as Sullins Auto and Ma- 
chine Shop, Breckenridge, Texas. Now reported to 

at Pyote, Texas. 

TILLEY, M. P., INC., formerly located at 844 Rush 
St., Chicago, 428 Willow Rd. Winnetka, Illinois, 
and Orrington Avenue, Evanston. 

TOMAKA, J. V., formerly Lackawanna, N. Y. 

VANDERHOOF, JOE, Oblong, Illinois. Last heard 
of in Okla. Retail shoe business. 

VOGELSOHN, HARRY AND SAMUEL, (Props.), 
Expert Candy Co., 77 Norfolk St., N. Y. C. 

WEBSTER, C. K., Prop. Amsterdam Drug Company, 
2068 Amsterdam Ave., N. Y. C. 

WIEN & COMPANY, E. J., Edward Joseph Wien, 
Prop., Hillside, N. J. 

WITTE, A. F., Mercedes, Texas. Formerly of Chicago. 
WITTENBERG (HELENA & HERMAN or H.), Mr. 
and Mrs., also known as Columbia Window Shade 
and Upholstering Co., in Window Shade and Up- 
holstering business, last located at 198 S. Washing- 
ton Street, Wilkes Barre, Pa. Previously located in 
Yonkers, N. Y., at 210 Nepperhan Avenue. 
WOOD, W. B., formerly Big Sandy, Texas. 

reported to be in North Dakota. 


Now 


Sales Quotas 
(Continued from page 29) 

gest executives, we of the automobile 
industry are destined to make contri- 
butions to this new science of mer- 
chant-management ranking in signifi- 
cance with our contributions to the 
sciences of mechanical design, mod- 
ern efficiency, and lower costs through 
quantity production. 

Without attempting to make excuses 
for the thirty years delay let me remind 
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you that from the beginning, the busi- 
ness of merchandising automobiles has 
attracted the dramatic sales type 
rather than the conservative, analytical 
individual. It is to this first type of 
individual, at our factories as well as 
in our dealerships, that we owe the 
spectacular progress of the industry and 
in no industry have these admirable 
traits been so liberally rewarded. 

But we are entering a new era. We, 
in common with other stabilized busi- 
nesses, have reached a point where the 
profit margins are no longer wide 
enough to permit of loose management. 
Aggressive sales enthusiasm must be 
counterbalanced with sound business 
planning based on adequate facts. The 
successful dealer of the future will ap- 
ply the same intensive effort to his 
budgetary planning as he does to his 
sales technique—and the far-sighted 
manufacturer, in the control of his 
production schedules and in the devel- 
opment of his dealer policies, will take 
full cognizance of the facts disclosed 
by the dealers’ accounting records. 

It is my prediction that the big re- 
wards will continue to go to the sales 
type of individual whose aggressive en- 
thusiasm and resourcefulness will be 
applied to the problems of retail man- 
agement through scientific control. 


Nationalize 
Your Credits 


The National Surety Company invites the 
Credit Men of Manufacturers and Wholesalers 
to investigate and become acquainted with the 
method they are offering for stopping credit 
losses at a certain pre-determined figure, or 
else pay the Assured the excess. 


Business conditions at the present time call for 
every safeguard that can be obtained as col- 
lateral on credit extended. 


National Surety 
7 Company 


W. L. Cremens, Vice-President 


115 Broadway, New York 


Agencies in All Principal Cities 





When you take out a National Surety policy please mention Credit Monthly 





























Sales and Collections 
(Continued from page 32) 


this reacts unfavorably on retail trade. 

RHODE ISLAND: Sales prospects 
are optimistic. Stocks on hand are at a 
minimum and no summer slump is ex- 
pected. Commodities such as machine 
tools are ordered from hand to mouth. 
Woolen textile mills are operating at 
50 per cent. of their capacity but orders 
that are now coming in point to in- 
creased production in the near future. 

TENNESSEE: Late spring is blamed 
for the slowness in collections and sales 
in Tennessee. Furniture manufacturers 
and jobbers report sales as very slow in 
their lines but hosiery and textile manu- 
facturers report an improvement. 

UTAH: The drop in metal, wool, 
and lamb prices will cause collections 
to be slow for some months to come. 
Sales are gradually improving but 
credit extension is cautious. 

TEXAS: Good rains over the West- 
ern part of the State during the past 
week will be of untold benefit to crops 
and cattle ranges and should reflect on 
sales and collections to some extent. 
The building activity in Ft. Worth still 
seems to be on the upward trend, and 
the City has just voted to dispose of a 


Company. 


as in its underwriting 
policy and in settlement of claims has con- 
tributed largely to the uninterrupted growth 
of the United States Fidelity and Guaranty 


There is a United States Fidelity and Guar- 
anty agent in your city. Consult him re- 
garding casualty, burglary and fire insur- 
ance or surety and fidelity bonds. 


United States Fidelity 
and Guaranty 
Company 
with which is affiliated 


Fidelity and Guaranty 
Fire 


BALTIMORE 


. Over 8,000 Branches and Agencies in United States and Canada 


$1,000,000.00 in bonds with which to 
improve the highways and bridges in 
the County. The Texas & Pacific Ry. 
Co. will soon begin the erection of a new 
Union Station costing in the neighbor- 
hood of $3,000,000.00 and the Santa Fe 
also plans to erect a new Station in the 
near future, before the end of the year. 
Locally, unemployment seems on the de- 
cline despite the fact that liquidations 
are still numerous, the automobile deal- 
ers apparently heading the list. Cattle 
sales in the Ft. Worth market during 
the past week were the lowest for sev- 
eral years, and shipments by the packers 
were considerably below normal. Col- 
lections and sales have been slow since 
Christmas rush but have revived greatly 
since April 1. Prospects look good. 

WASHINGTON: There has been an 
increase in the number of claims com- 
ing to the local Associations for collec- 
tions and the amount collected on the 
large claims has decreased. As soon as 
the lumber trade picks up, general busi- 
ness conditions will improve. 

WEST VIRGINIA: Sales and collec- 
tion conditions are on the average 
“Fair”. Wheeling reports sales in the ma- 
jority of manufacturing lines are larger 
than those for the same month in 1929. 

WISCONSIN: Milwaukee reports 
marked gain in collections and sales. 
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When taking out an U. S. F. & G. policy please mention Credit Monthly 
































SoS J 
v \w q* F \\ 
Nothing to Do 
EXECUTIVE (Interviewing applican 
for responsible position): “Are you a 
solutely honest, straight-forward an 
trustworthy?” 
APPLICANT: “Yes, indeed, I am Sir!” 
EXECUTIVE: “If you should ente 
this office tomorrow morning and find 
a wallet containing $100,000 wha 
would you do?” 
APPLICANT: “What would I do 
What would I do? I’d do nothing and 


live on my income!” 





Merely a Loan 
MRS.: “Why do you give so much 
money to beggars?” 
MR.: “Well, one can never tell when 
one of them might help a fellow out in 
case he needs to borrow.” 

































What a Bonus! 
A merchant known to have an exag- 
gerated thrift complex, upon balancing 
his books at the end of the financial 
year found that the profits greatly ex- 
ceeded even his wildest expectations. 
He was so overjoyed he called his em- 
ployees together and said: 

“Well, my good people, this has indeed 
been a very fine year and to show my 
gratitude for the good work you have 
done I am going to give you eacha 
bonus check and if you do as well dur- 
ing the next twelve months I'll sigo 
them.” 




























Positive Proof 
CALLER: “Are you certain that th 
Office Manager has gone for the day?” 
OFFICE BOY: “Sure, you don’t st 
anybody working, do you?” 











Do You Agree? 
HUSBAND (After a heated discus 
sion): “At any rate, men are more 
valuable than women.” 

WIFE: “How utterly nonsensical!” 
HUSBAND: “That’s a fact. Every 
man has his price; but aren’t bride 
given away?” 


—Sure Enough Humor 
CREDIT MONTHLY 





WHAT ARE YOU 
LOOKING FOR 


PPlicam 
you ab. 
ard and 


am Sir!” 
ld enter 
ind find 
0 what 


I do? 
ing and 


OU are looking for service=== service that gives you absolute assistance 
in your work. Here is a service -«- use it in checking your foreign credits 
«*s among other things it gives Original Reports showing the paying habits 
of the foreign buyer, as shown on the ledgers of several hundred leading 
American Exporters. +: Supplementary information regarding the buyer 
whenever obtainable --= free and unlimited reciprocal service upon the ac- 
counts which the members contribute experiences. After filing of customer 
list, this branch of the service continually keeps your file complete with 
up-to-date foreign credit information --= a Moral Suasion letter service on 
troublesome and delinquent accounts which was 427 effective for members in 
1929. The Weekly Confidential Bulletin which brings direct to your desk a 
resume and digest of the economic and financial conditions in various 
countries throughout the world «== also surveys of specific information on 
foreign credit and collection conditions. You should take advantage of 
membership in this non-profit making organization now in its eleventh year 
of successful operation for the benefit of American Foreign Trade. Address 
the Foreign Credit Interchange Bureau, National Association of Credit Men, 
1 Park Ave., New York City. 
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COURT DECISIONS # 
AND WASHINGTON N 





FIXTURES. 
AL SALE. 

Lowery Apartments, Inc., is the owner of the 
premises. On August 29, 1927, the plaintiff 
agreed to loan to Lowery Apartments, Inc., 
$160,000, in instalments, to be secured by mort- 
gage upon the premises and fixtures and ap- 
purtenances. The final advances were to be 
made when the house was completed and “the 
gas ranges, ice boxes and overhead dryers are 
in place.” Lowery Apartments, Inc., on Au- 
gust 31, 1927, executed and delivered to plain- 
tiff a mortgage on said premises, fixtures and 
appurtenances, which was recorded September 
3, 1927. It contained this clause: “Together 
with the building and improvements erected or 
to be erected thereon and all fixtures and ar- 
ticles of personal property now or hereafter 
attached to or used in connection with the prem- 
ises, all of which are covered by this mortgage.” 
The last’ advance under the mortgage was made, 
on October 31, 1928, at which time the gas 
ranges, ice boxes and overhead dryers were in 
place. The plaintiff had no knowledge or notice 
of the conditional sale agreement between Lom- 
bardo, the defendant, and Lowery Apartments, 
Inc. The conditional sale agreement was never 
filed. The ranges were installed July 16, 1928. 
The defendant threatens to remove them, and 
plaintiff demands that defendant be restrained 
from so doing. The question is: Did the mort- 
gagor have title to the gas ranges, so that they 
became in part the subject-matter of a mort- 
gage executed by it. Held that plantiff: was 
within the meaning of section 65, Personal 
Property Law, a “purchaser” who “without no- 
tice of such provision” purchased the gas ranges 
before the contract for their sale had been filed. 
Consequently, the condition reserving title was 
void and the mortgage upon chattels created a 
lien upon the ranges in the possession of the 
mortgagor, as fully as would have been the case 
had an absolute title thereto been acquired. 
Judgment in favor of plaintiff. Lloyds First 
Mortgege Corp. vs. Lombardo, Sup. Ct.. App. 
Div. 2nd Dept. Decided November 22, 1929. 

* * * 


MORTGAGE. CONDITION- 


INSOLVENT BANK. AMOUNT OF DIVI- 
DEND. (ARK.) 

In the case. of an insolvent bank in the hands 
of the State Bank Commissioner for administra- 
tion of its assets, beld that when a creditor files 
a claim against the insolvent bank he must file 
it for the full amount due at that time. If the 
claim is secured by collateral and he collects 
anything from such collateral before a dividend 
is paid, his dividend must be calculated on the 
amount of his claim as reduced by the amount 
of collateral collected, and likewise as to future 
dividends, preceded by collections on collateral. 
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In other words, the creditor is entitled to a 
dividend on the amount of his debt at the time 
the distribution is made, and not to a dividend 
on the claim as originally filed, if anything has 
been realized from collateral. Merchants Na- 
tional Bank of Fort Smith vs. Taylor. Supreme 
Ct. Arkansas. Decided March 17, 1930. 
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OFFER OF COMPOSITION. RECOMMEN- 
DATION OF REFEREE. DISCRETION OF 
JUDGE. 

The alleged bankrupt made an offer of com- 
position to his creditors, a majority in number 
and amount consenting. The referee recom- 
mended that the offer of composition be not 
confirmed, on the ground that the real estate 
transactions were of a character that required 
legal inquiry and should be taken into con- 
sideration in determining whether the proposed 
composition is for the best interests of the 
creditors. Thereupon the district judge denied 
the petition for composition and the bankrupt 
appealed. The question is whether the judge 
abused his discretion. Held that while consent 
to a bankrupt’s offer of composition by a ma- 
jority of his creditors in number and amount is 
evidence that it is for their best interests, and 
therefore properly to be considered by the judge 
in passing on the question, such evidence being 
only prima facie is not controlling upon him. 
Such a decision rests wholly within his discre- 
tion. This court will not on appeal disturb the 
action of a district judge based on-his discretion 
unless it clearly appear that he has abused his 
discretion or has grounded his action on a plain 
mistake of fact. Finding in this case neither 
one of these exceptions to the rule, the order of 
the district judge is affirmed. Matter of Yountie. 
U. S.C. C. A. 3rd Cir. (N. J.) Decided Feb- 
ruary 28, 1930. 


* * * 


CONDITIONAL SALE. RETENTION OF 
TITLE. STATE LAW. (ILL.) 

On December 14, 1928, appellant, Burroughs 
Adding Machine Co., sold and delivered to bank- 
rupt, under what is admittedly a conditional 
sales contract, one cash register. The adjudica- 
tion in bankruptcy was on February 23, 1929, 
and a reclamation petition, filed March 12, 1929, 
to take the cash register from the trustee, was 
denied. The contract provided that the title 
should remain in the vendor until the purchase 
price was fully paid in cash. It was also pro- 
vided: “If the total purchase price is paid with 
the order, or within ten days of invoice date, a 
discount of 2% on the cash involved will be 
allowed. From and after the expiration of 30 
days, interest will be charged at 6% per an- 





num on all unpaid balances.” Appellee’s 
tion is that the purchase price became 
within thirty days after the date of thea 


tract, and that because appellant did not d - - 
take possession it is estopped from asserting ee 
rights as against the trustee. All questions be 
involved, except that of estoppel, were d Och 
in John Deere Plow Co. v. Hamilton, 19 f es 
(2d) 965. Held that appellant retained ¢ eh 
title in a manner sanctioned by the law of Iii OS. 
nois, and that title did not, because of its f March 
ure to pay the purchase price, pass to the bank , 
rupt. Appellant did no act, either of omisi 
or commission, on the faith of which thet 
tee changed his position. Order of the Distric IN 
Court reversed. Matter of Erco Amusement LIAB 
U. S.C. C. A. 7th Cir. (Ill) Decided SUM 
3, 1930. Be 
ob ae * ’ 
OFFER OF COMPOSITION. LISTING 0 pore 
CREDITORS. re 
Petition by three creditors to compel oe 
bankrupt to deposit a2 sum of money for ther one 
share of an offer of composition, which had bets mt 
confirmed by the court. The contention of th sem 
bankrupt is that by listing a creditor with te ony 
notation that his claim is disputed a bankrup 4 
may obtain all the advantages and incur nom a 
of the obligations which follow from offering! 
composition to his creditors; that is, the de i 
puted claim, should it turn out to be good, wil + 
be discharged by the confirmation of the cor hess 
position, but there is no obligation to prowk— . 
for the contingency that the claim may be vid ae 
in depositing the consideration to be paid ® $84 
creditors under the terms of the proposed con of 
position. Held that provision must be madei kes 
the offer of composition to pay such creditit ce 


his proportionate share of the composition 4 
composition should not be confirmed until tor 
sideration for a disputed claim has been deposiet 
or security given, assuming that giving secutil] 
may be deemed the equivalent of the statutey 
requirement that consideration be deposited. Tk 
composition in the case at bar ought’ never ™ 
have been confirmed without making prov 
for payment of the composition dividend tos 
pellants in the event that their claims should 
established. Further, if the referee has no ju 
diction of a petition but the court has, the cast 
should, when the order of dismissal is 

to it, retain the petition as an original 

ing. No danger is apparent in such a rule of 
procedure and it will prevent unnecessary & 
lays in administration. As the bankrupt sei 
solely upon the supposed lack of jurisdiction, # 
opportunity should be allowed to contest the 
appellants’ claims. Matter of Everick Art Cob 
U. S. C. C. A. 2nd Cir. (N. Y.) 
March 3, 1930. 
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GENERAL ASSIGNMENT. MISMANAGE- 
MENT BY ASSIGNEE. COMPENSATION. 
(N. Y.) 

Where, as here, a debtor transfers all his 
assets tO a trustee for the benefit of all his credi- 
tors, the instrument is, within the meaning of 
the Debtor and Creditor Law a general assign- 
ment. The inclusion of a clause, such as that 
in the second paragraph of the so-called deed of 
trust produced at the hearing ostensibly en- 
titling the assignee to defeat the transfer in 
even he discovers he has been misled by the 

ignor, does no change the situation; nor does 
jt remove the document from the definition of 
3 assignment embodied in the Debtor 
and Creditor Law itself or established by the de- 
cisions of the New York courts. With respect 
to trustees it is thoroughly settled that com- 

tion may, and should, be denied them if it 
be shown that they are guilty of neglect, un- 
faithfulness, mismanagement or misconduct: 
Among the respects in which the State law was 
deliberately violated were the following: The 
deed was not recorded in the county clerk’s 
office (sec. 3.)' No inventory of assets or sched- 
ule of creditors was filed in the county clerk’s 
ofice (sec. 4). The trust property was sold 
without the assignee giving bond (sec. 6). Ten 
days’ notice by mail of the proposed sale was 
not given to creditors (sec. 12). The sale was 
had without procuring an order of court or 
otherwise proceeding under the direction of the 
court (secs. 14-20). If general assignments were 
allowed to be handled in the loose way pursued 
in this case, the hazard to creditors would be 
great. It is the duty of this court to put the 
seal of its disapproval on such conduct. The 
most appropriate and the most effective way in 
which to do this is to deny the application of 
the assignee for compensation and expenses out 
of the funds of the estate. Matter of Polansky, 
U.S. Dist. Ct. Southern Dist. of N. Y. Decided 
March 11, 1930. 
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INSOLVENCY. VOLUNTARY TRUST. 
LIABILITY OF TRUSTEE AND ATTORNEY. 
SUMMARY RELIEF. 


Before May 14, 1928, Schwartzberg Bros., oc- 
cupied premises known as No. 1374 Third Ave- 
nue, Borough of Manhattan, where they con- 
ducted a retail business. They had financial 
troubles and were desirous of effecting a settle- 
ment with their creditors, and on that day 
executed a deed to trust to Henry J. Green- 
stein, as trustee for the liquidation, and gave 
the trustee authority to continue the business 
of the debtors, the continuation to be within 
the discretion of the trustee. The trustee ac- 
cepted the deed of trust, and on the same day, 
May 14, 1928, the trustee went into possession 
of the premises. The trustee continued in pos- 
session until the 26th day of May, 1928: Dur- 
ing this period, the assets were sold for $1,000. 
After deducting the expenses, the sum of 
$845.85, was turned over to the trustee. Out 


of this sum. was paid the expenses and counsel’ 


fee incidental to the administration, and the 
creditors who chose to file their claims received 
dividends aggregating 33 to 35%. One creditor, 
the petitioner here, was not paid these div- 
dends because he did not recognize the trust ar- 
tangement. This creditor seeks to recover rent 
for the unexpired period of a lease after use and 
Occupation was terminated. He instituted an 
action against Schwartzberg Bros., seeking to 
recover rent and obtained judgment on Novem- 
ber 28, 1928, and thereafter issued execution 

ich was still unsatisfied prior to March 11, 
1929, when this motion was made for summary 

lef not only against the so-called assignee or 
trustee, but also against assignee’s attorney, as 
though this matter were a voluntary assignment 
Proceeding under the Debtor and Creditor Law. 
Held that a summary motion to turn over 
Moneys alleged to be due against the trustee 
Was unauthorized by any practice prescribed in 
our law. As to the attorney in the settlement 
Matter, since there was no relation of attorney 
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and client between the respondent Winer and 
the petitioner, a summary order was clearly un- 
authorized as to him. Order reversed and mo- 
tion denied. Matter of Schwartzberg. Supreme 
Court, App. Div. Ist Dept. Decided February 
14, 1930, 
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SALE TO MINOR. DISAFFIRMANCE. 
AGENT. LIABILITY. (IOWA.) 


Clyde Hubler, a minor, owned a Ford touring 
car. The Gates Used Car Exchange and Lukav- 
sky Auto Sales Company were engaged in busi- 
ness in the city of Marshalltown. The minor 
entered into a contract of exchange for a 
Chrysler automobile owned by the Lukavsky 
concern, At that time, there was transferred 
to him the Chrysler car, and the minor gave in 
exchange his old car, $30.00 in cash and his 
note for the difference. A few days later, the 
minor disaffirmed the contract, returned the 
Chrysler car, and brought this action to recover 
what he had given in exchange for said car. 
His note was by decree cancelled. The trial 
court rendered judgment against all the de- 
fendants. From this judgment Fred W. Gates 
and the Gates Used Car Exchange appeal. It is 
the contention of the appellants that the judg- 
ment as against them is unwarranted, because, 
as claimed, the Gates concern did not contract 
for itself, was in no way interested as prin- 
cipal, but acted only as agent for the Lukavsky 
concern. Held that the record clearly reveals 
that the Gates concern was acting only as the 
agent of the Lukavsky concern; that the minor 
was fully informed of this fact; that Gates was 
only the means of bringing Lukavsky and the 
minor together; that Gates acted within and 
did not exceed his authority. While upon dis- 
affirmance of the contract, the minor was en- 
titled to all that he gave for the Chrysler auto- 
mobile, he was only entitled to receive it from 
the Lukavsky concern, the one with which he 
dealt, and not from its agent. Reversed. Hub- 
ler vs. Gates et al. Supreme Ct. Iowa. De- 
cided March 18, 1930. 


The WASHINGTON NOTES fol- 
lowing are supplied by George C. Shinn, 
attorney -at-law, Wilkins Building, 
Washington, D. C. 


Recent Department of Commerce 
Publications 


Several documents recently issued by the De- 
partment of Commerce are of value, in a gen- 
eral way, to financial, business, and educational 
interests of the country. Following is a list of 
the latest: 

An economic review of Finland, giving the 
present status of the business conditions in that 
country, and its future possibilities. 

The Declaration of Independence and The 
Constitution of the United States, giving a his- 
tory of these documents, with citations of cases 
construing them. There are four separate docu- 
ments, one being the Constitution and Declara- 
tion of Independence, under one cover, 46 pages, 
with index, 10 cents a copy; a facsimile of the 
Declaration of Independence, suitable for fram- 
ing, 15 cents a copy; The Story of the Declara- 
tion of Independence, a 20-page pamphlet, 5 
cents a copy; Constitution of the United States, 
as amended ‘to Deecmber 1, 1924, with citations 
of cases in the Supreme Court, 876 pages, $2.50 
a copy. 

Markets for fuel oil burners in the Eastern 
Hemisphere, compiled by representatives of the 
Department of Commerce in Japan and other far 
east countries. 

Market for foodstuffs in Guatemala, of value 
to American exporters. 
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Markets for fruit juices and fruit sirups in 
Continental Europe, compiled in the Foodstuffs 
Division. 

All these documents may be obtained from 
the Superintendent of Documents, Washington, 
D. C., the prices being very reasonable. 


An Ounce of Prevention Worth a Pound! 
of Cure 


“Domestic Commerce,” issued by the United 
States Department of Commerce, calls attention 
to the lack of good business practices being the 
cause of a great many bankruptcies and busi- 
ness failures. It says: 

“Good business practices such as taking in-; 
ventory, keeping careful accounts, and avoiding 
improper extensions of credit might have ob- 
viated 43 out of 55 cases of business failures: 
already analyzed in the Newark bankruptcy 
study in which the Domestic Commerce Di- 
vision is cooperating.” 

“This bankruptcy clinic for sick business, 
described in Domestic Commerce for November 
25, includes the more personal factors con- 
tributing to the failures, retailers’ business meth- 
ods, and the extent to which the abuse of credit 
extensions influence the collapse. Real estate and 
other speculation by the bankrupt was found 
largely responsible for ten out of the forty-three 
failures. It was indicated that health, automo- 
bile, burglary, and fire insurance might have 
prevented some of the other failures, or at least 
have minimized the losses.” 

“While definite conclusions on the strength 
of the small sample covered would be premature, 
the investigators are convinced that prevention 
is more necessary than an attempt to salvage 
business wrecks. Education of the business com- 
munity by more detailed credit studies and 
widespread dissemination of the findings was 
suggested as one remedy for the conditions un- 
covered in the study to date. The study is ex- 
pected to establish also the necessity of some 
more effective control of the debtor who has not 
conformed to the normal. It has been suggested 
that the isolation of such persons not only would 
protect the community against future injury by 
the individual quarantined, but would act as a 
deterrent to those who are inclined to feel that 
their own conduct is a matter of indifference to 
the community, which must share the burden 
of their ultimate collapse.” 

“The study will not be completed for several 
months and no further information on the find- 
ings is available at present. As soon as the re- 
port is issued Domestic Commerce will carry an 
announcement to that effect.” 


Bankruptcy Matters 


The Judiciary Committee of the House of: 
Representatives recently held hearings on the 
following proposed amendments to the Bank- 
ruptcy Law: 

Bill, introduced by Representative Graham 
for the purpose of amending:an Act noinaaail 
July 1, 1898, establishing a’ uniform system _ 
bankruptcy throughout the United States, an 
Acts amendatory thereof. 

Bill, introduced by Representative Graham, 
for the purpose of amending an Act relating to 
the judiciary, for the purpose of fixing the time 
and manner of filing claims in suits in equity in 
district courts of the United States. 

Measure, introduced by Representative 
Graham, to amend an Act approved March 3} 
1911, relating to the judiciary, for the purpose 
of enabling receivers to sue in district courts of 
the United States other than those of their ap- 
pointment. ; 

Bill, introduced by Representative Graham, 
to amend Act approved March 3, 1911, relat- 
ing to the judiciary, for the purpose oi extend+ 
ing the jurisdiction of receivers appointed by the 
district courts. 

It is thought that some action on these bills 
will be forthcoming in the very near future. 





Mozart gave the world immortal music. He was a master of har- 
mony and technique. If you would play Mozart’s symphonies you 


too must master the basic principles of harmony and the technique 
of music. 


Credit success today demands the highest degree of skill in the 


technique of credit administration, and a thorough knowledge of 
the underlying principles of credit as a profession. Today the man 
who masters credit goes to the very heart of business procedure. 


The National Institute of Credit offers you a training that will fit 
you for more efficient administration of credit duties, and will give 


you at the same time a thorough grounding in credit principles and 
practice. 


This training has been prepared by 
credit experts with a credit back- 
ground of more than 30 years’ ex- 
ii wilt SS. perience. Let the keyboard at the 


Nationat Instrrute left be your key to increased credit 
or Crepir, Derr. 4, F nay 

One Park Ave., New York City. ‘ success. Clip and mail it to the 

You may send me special circular 


about the following courses: National Institute of Credit, One 
(Check course desired). 


“Basic Economics” [_] Park Avenue, New York. 
“Credits and Collections” [_] 


Name .... 
City 
Street . 


Firm 


CREDIT MONTHLY 











LOCAL SERVICE 


that reaches to all parts of the world 


VERY local agent of The Home Insurance Company is a 
E link in the chain of company representatives that covers 
the entire globe. By securing your insurance from the 
local Home Agent you are assured of immediate service in the 
placing of your business in any part of the world. This vast 
organization of insurance specialists also makes possible the 
prompt and fair settlement of all losses, wherever they may 
occur. 


We write the following lines of Insurance: 


Fire and Lightning Marine (Inland and Rain 
Ocean) 


Automobile Registered Mail 
P 1 Post 

Aircraft Property en Rents 

Damage Personal Effects Rental Values 

Riot and Civil 
Earthquake haga techie 
Explosion Sprinkler Leakage 
tie Personal Jewelry 
a ee Floater Use and Occupancy 

Hail Tradition and Windstorm 
Installment Commissions Water Damage 


THE HOME cowaxy NEW YORK 
CASH CAPITAL $24,000,000 WILFRED KURTH, President 


59 Maiden Lane 


Strength . Reputation . _ Service 











ROYAL 


INSURANCE 


COMPANY 


PERIODICAL finan. 
cial depression has been largely eliminated 
through the establishment of the Federal 
Reserve System and the effective mobilization 
of bank reserves at points of distress. 

One of the greatest services rendered to busi- 
ness is the accumulation of insurance reserves 
for the immediate payment of indemnity when 
loss occurs. The presence of the Red Royal 
Shield on your fire insurance policy is the 
symbol of “Security First.” 


Courtesy of Armored Service Corp. 
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INSURANCE COMPANY LTD 


DEPARTMENTAL OFFICES 


NEW YORK ATLANTA, GA. BOSTON, MASS. CHICAGO, ILL. SAN FRANCISCO, CAL 
William Mackintosh, Mgr. S. ¥. Tupper, Mgr. Field & Cowles, Mgrs. Elwin W. Law, Mgr. H. R. Burke, Mgr. 
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